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ABSTRACT 
 
The manufacturing sector is one of the important business sectors of the United Kingdom. This study 
is designed to compare the Profitability and Working Capital position of four different manufacturing 
industries namely the Pharmaceutical Industry, the Food Industry, the Chemical Industry and the 
Electronic and Electrical equipment Industry. To see to what extent the working capital management 
affects the profitability- 96 firms across the four industries for a time span of four years (2009-2012 
were chosen. Ratio Analysis, Correlation Matrix and Panel Data Regression Analysis have been used 
to show correlation between Profitability and Working Capital position of firms and the impact of 
the working capital components and profitability.  
For the source of data, the study relied on financial statements of the companies. It is observed from 
the study that profitability and Working Capital Management position of the Electronic industry and 
the Pharmaceutical were not that satisfactory. However, the findings for the Food and Chemical 
industry show results consistent to the findings of the previous literature. The study reveals that 
correlation exists between Working Capital Management and Profitability. The study tries to carry 
out an inter-industry analysis, where the results of the different industries of the manufacturing 
sector are compared and contrasted to learn what impact working capital management has on 
profitability.  
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CHAPTER ONE: INTRODUCTION 
 
1.1 Background:  What is Working Capital Management? 
 
Presently, businesses are expanding promptly with the changing needs of the economy. Business 
contributes hugely to the capital formation of the country, and people consider it as the 
quintessence of a growing economy. Hence, it is very important to manage business efficiently and 
effectively. The main intention of any company is ƚŽŵĂŬĞƉƌŽĨŝƚ ?dŚĞĐŽŵƉĂŶǇ ?Ɛexistence depends 
on its profit-making ability. Profit is made by selling the products the company deals in. It works in a 
cycle where once the product has been sold, the proceeds from it are re-invested into the company 
to produce more products and thus, make further profits. Herein lays a problem. Technically, when a 
product is manufactured and sold, the cash against it should come in that very moment. But in 
reality it is very different. There is a time lag between the time the goods are sold and realising their 
profits. Knowing this if a company waits until the money comes in, for it to be reinvested and again 
produce goods, then the other resources would be under-utilized and the entire fixed assets could 
be inclined to lying idle for long durations. Thus, to ensure that these sort of problems do not arise 
and the activities can be operated smoothly every firm allocates funds. This is designated as the 
working capital of the business entity (Murali, 2000). One of the core problems faced by the fund 
managers today is not just the availability of funds, but also their optimum utilisation to generate 
maximum returns. Hence, working capital management is an important corporate financial decision 
since it directly affects the liquidity and profitability of the firm. Working capital management 
efficiency is vital especially for manufacturing firms, where a major part of assets is composed of 
current assets. 
tŽƌŬŝŶŐ ĐĂƉŝƚĂů ŵĂŶĂŐĞŵĞŶƚ ĚĞƉŝĐƚƐ ƚŚĞ ƌĞůĂƚŝŽŶƐŚŝƉ ďĞƚǁĞĞŶ ƚŚĞ Ĩŝƌŵ ?Ɛ ƐŚŽƌƚ term assets and 
short term liabilities. The aim of working capital management is to ensure that the firm is able to 
carry on its operations smoothly and that it has adequate ability to satisfy both maturing short term 
debt and upcoming operational expenses. The management of working capital involves managing 
inventories, accounts receivables and payables and cash. Theoretically, there are two concepts of 
working capital namely, gross working capital (consisting of total current assets) and net working 
capital (i.e. current assets less current liabilities). Current assets comprises cash in hand and cash in 
transit, short term investments, inventories (raw materials, work-in-progress and finished goods), 
accounts receivables, bills receivables and loans and advances given by the company to others. 
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On the other hand, current liabilities comprises accounts and bills payables, trade advances 
(received by company for supply of goods or services), short term loans from other sources and 
provisions for payment of taxes, bad debts to be written-off and fluctuations of exchange rates. In 
business practice, working capital management notes the management of total current assets and 
total current liabilities which depends on the level of current assets required. Thus, the term net 
working capital is important only as an accounting concept, does not carry much economic and 
financial significance (Mathur, 2002). 
 
1.2 What is Profitability? 
 
A business owner has to know how to achieve satisfactory level of profitability to survive in a 
competitive marketplace. Increasing profitability involves determining which areas of the business 
are operating smoothly and which ones need improvement. Understanding the key factors affecting 
profitability assists managers in developing an effective profitability strategy for the betterment of 
their company.  
 
The success of the business is measured by measuring profitability. The income statement of the 
company shows the breakdown of income and expenses during the business year. One of the 
measures of profitability is by the profitability ratio. A profitability ratio looks at how profit was 
earned in relation to total sales, total assets and net worth. The ratio analyses the health of the 
business. Without profit a business, cannot survive in the long run. On the other hand, if it has 
excess profit left after carrying out all its activities smoothly; either it will re-invest the excess profits 
into the company which would lead to capital gain or provide its investors with a higher level of 
return. Gross profit is calculated by subtracting the cost of goods sold from revenue. Net profit is 
calculated by subtracting expenses such as SG&A (selling, general and administrative expenses), 
interest payments and taxes from gross profit. 
 
1.3 Working Capital Requirement 
 
The working capital profiles differ from one industry to another. It depends on their methods of 
doing business and what they are selling. Businesses like supermarkets which have a lot of cash sales 
and few credit sales should have minimal trade debtors. On the other hand, businesses that exist to 
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trade in completed products will only have finished goods in stock whereas manufacturing firms are 
likely to maintain stocks of raw materials and work in progress. Larger companies may use their 
bargaining strength, to get extended credit terms from suppliers. By contrast, smaller companies, 
particularly those that have recently started trading (and do not have a track record of credit 
worthiness) may be required to pay their suppliers immediately. Some firms receive their money at 
certain times of the year where they may incur expenses consistently throughout the year. Hence, 
working capital would not typically be a constant figure throughout the year (Jim Riley, 2012). 
 
Working capital is required by a business entity in variety of areas: it is used to maintain inventories 
in raw materials, finished and semi-finished goods and spares and stores. It finances credit sales or 
accounts receivables, cash in hand and bank and also short term loans and advances. (Acorn 
Proffessional Tutors, Working Capital.) 
 
1.4 Factors affecting Working Capital 
 
A requirement of working capital depends on various factors such as nature of business, size of 
business, and the flow of business activities. However, small organisations relatively need less 
working capital than the big business organisations. Firstly, it depends on the size of the business. 
Working capital requirement is directly related to the size of the business. Big business organisations 
require more working capital than small businesses. Secondly, it depends on the nature of the 
business. Working capital requirement is also influenced by the nature of the business. 
Manufacturing industries and trading organisations need more working capital than in the service 
business organisations. A service sector is in less need of stock of goods. They have less credit 
transactions. However, in the manufacturing or trading firm, there is a substantial amount of credit 
sales and advance related transactions; therefore, a greater need for working capital. Another factor 
affecting it can be the storage time or processing period. The time needed for keeping the stock in 
store is called the storage period. The storage period is high if the firm keeps more quantity of goods 
in store and hence, requires more working capital and vice versa. Added to this, another factor 
usually is the credit period. When a longer credit period is allowed to customers, more investment is 
required in debtors and hence, there is need for greater working capital and vice versa. Then 
seasonal requirements also affect working capital requirement of any company.  In certain business, 
raw material is not available throughout the year. Such business organisations buy raw material in 
bulk during the season so as to ensure an uninterrupted flow in the production process. Thus, a huge 
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amount is blocked in the form of raw material inventories which gives rise to more working capital 
requirements. The expansion of the business- if the organisation intends to expand in the future it 
would need more working capital to meet its expansion needs. Lastly, the dividend policy of the firm 
is one of the important determinants of working capital is its dividend policy. The need for working 
capital can be met by retained earnings. If a company manages to retain more profit and distribute 
less dividends then, its working capital requirement is reduced. 
1.5 Importance of Working Capital Management 
 
The efficiency of working capital management plays a very significant role in the performance of a 
manufacturing firm, where the major part of the assets comprises of current assets. Hence, it is 
essentially required to determine the level of working capital and allocate to various segments of the 
firm. It should be effectively controlled and regularly checked to ensure that an adequate flow of 
working capital in the business throughout the year. Working capital management is important due 
to many reasons. Working capital management is a very important component of corporate finance 
because it directly affects the liquidity and profitability of the company. 
 
Working capital management will help the company meet its obligations when they fall due, thus if 
creditors make sudden demands for their money, the company should be able to pay them 
immediately. Being able to pay the creditors of the company tends to improve the reputation in the 
business environment. A positive working capital also enables the firm to pay its daily operating 
expenses such as wages, bills and other overhead costs which ensures the company to carry out its 
activities smoothly without any unnecessary interruptions. Hence, it is very important to put up an 
excellent working capital management system to ensure that the organisation operates optimally. 
The balancing of needs and obligations also helps to avoid bankruptcy. 
 
Effective working capital management has been proved to be one of the vital functions of financial 
management in any business. There are many reasons to it. Working capital management is very 
flexible in nature. It is easily adaptable to handle extreme conditions in the market like sudden 
changes in demand in peak and off peak seasons. In most of the manufacturing companies the 
investments in the current assets constitute a major part of the total investment. Excessive levels of 
current assets can easily result in a firm realizing a sub-standard return on investment. On the other 
hand, firms with too few current assets may incur shortages and difficulties in maintaining smooth 
operations (Horne and Wachowicz, 2000). Moreover, many empirical studies and observations have 
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revealed that most companies spare a quantum of time towards the management of the different 
components of working capital to increase the level of profitability. 
 
1.6 Purpose of the study 
 
tŽƌŬŝŶŐ ĐĂƉŝƚĂů ŝƐ ĐŽŶƐŝĚĞƌĞĚ ƚŽ ďĞ Ă ǀŝƚĂů ŝƐƐƵĞ ŝŶ Ă Ĩŝƌŵ ?Ɛ ŽǀĞƌĂůů ŵĂŶĂŐĞŵĞŶƚ ? tŽƌŬŝŶŐ ĐĂƉŝƚĂů
management has implications on both liquidity and profitability. The finance manager of the firm 
has to trade-off between liquidity and profitability precisely to achieve favourable working capital 
management. It is seen that finest management of working capital, affects the profitability of the 
firm in a positive way and tends to increase the firm value and shareholders return. A study of 
working capital management is of foremost significance for financial analysts on account of its 
intimate association with day by day operations of a firm. Difficulty in managing liquidity is to attain 
preferred swapping between liquidity and profitability (Raheman & Nasr, 2007). On the other hand, 
if managers do not care about liquidity, problems of insolvency or bankruptcy can occur. Hence, 
working capital management should be given proper consideration and will ultimately affect the 
profitability of the firm. 
 
Large inventory and a generous trade credit policy usually lead to higher sales. Larger inventory 
reduces the risk of a stock-out. Since trade credit allows customers to assess product quality before 
paying, it stimulates sales to a great extent. Another component of working capital is Accounts 
payable. Delaying payments to suppliers allows a firm to assess the quality of bought products, and 
can be an inexpensive and flexible source of financing for the firm. On the contrary, late payment of 
invoices turn to be very costly if the firm is offered a discount for early payment. A popular measure 
of Working Capital Management (WCM) is the Cash Conversion Cycle, i.e. the time lag between the 
expenditure for the purchases of raw materials and the collection of sales of finished goods. It shows 
the time span between disbursements and collection of cash. The longer this time lag, the larger the 
investment in working capital.  
 
The purpose of this study is to establish a relationship that is statistically significant between 
profitability, the working capital and its components for a range of manufacturing firms belonging to 
the Pharmaceuticals, Food, Chemicals and the Electronic and Electrical equipment industry of the 
United Kingdom for the period of 2009-2012. 
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1.7 Objectives of the study 
 
The study aims to establish how efficient the firms are in managing their working capital and the 
relationship between profitability, the cash conversion cycle and its components for the listed 
companies in the LSE. Then the last part of the study shows an inter-industry analysis, comparing the 
results of each industry. Many papers have worked on the relation between working capital 
management and profitability which usually included all the industries of a particular country or all 
the firms of a particular sector. However Abdul Raheman (2011) carried out a study on the Sector-
wise Performance of Working Capital Management Measures and Profitability Using Ratio Analysis 
and included the summary of the performance of the whole manufacturing sector. Similarly, Erik 
Rehn (2012) based his research on the Effects of Working Capital Management on Company 
Profitability using an industry-wise study of Finnish and Swedish public companies. These papers 
inspired me with the idea of an inter-industry analysis. However, this study considers only four 
industries of the manufacturing sector of UK which were randomly chosen. The paper tries to show 
how the profitability of the different industries gets affected due to the working capital management 
through regression analysis. Tables and graphs have been included to get a more transparent view of 
the different results and findings varying across the chosen industries. 
1.8 Research Questions  
 
The primary question of the study is to assess the impact of working capital on profitability of the 
different industries chosen from the manufacturing sector of UK. This would be investigated with the 
help of different ratios affecting both. Then it examines the combined effect of the most 
comprehensive measure of working capital management i.e. the cash conversion cycle, its 
components and profitability. This is done by carrying out correlation analysis and multiple 
regression equation so as to test the significance of the regression coefficients. Answering these 
questions would give us a vivid picture of the relationship between the two and how one is affected 
by the other. Then the inter-industry analysis would reveal a comparison between the results.  
The rest of the paper is organised as follows. Chapter 2 reviews precious literature that has been 
carried out on the same area of interest. Chapter 3 describes the research methodology that has 
been undertaken. Chapter 4 presents the results. Finally chapter 5 presents a discussion on the 
findings and describes the limitations of the study.   
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CHAPTER TWO: LITERATURE REVIEW 
2.1 The Management of Working Capital 
 
It is observed that managers spend a good amount of time on day to day issues that involve working 
capital decisions. Working capital is the cash needed for every day functioning of the business. It is 
the cash used to foot the expected and unplanned expenses. The financial stature of the business 
depends highly on how well its working capital decisions have been taken. It is essential for 
increasing earnings and makes it much easier to get business loans and attract potential investors. 
The main aim of working capital management is to plan to balance current assets and liabilities. The 
current assets are short-lived investments that are continually being converted into other asset 
types (Rao, 1989). With regard to current liabilities, the firm is responsible for paying these 
obligations on a timely basis. Working capital management always ensures sufficient cash flow in a 
business. This allows companies to pay their liabilities without delay and more importantly keeps 
them away from bankruptcy. With an efficient working management, companies have the 
advantage of a positive working capital which allows them to take on higher risks in business. 
The main business activities which lead to working capital investments and related short term 
finances are purchasing, producing or selling. These activities are the usual consequences of business 
operations. Good decisions taken on working capital management helps to determine the cost and 
flexibility with which the operations could be performed. The operations become cheaper and 
flexible. In short, companies need to analyse their current assets and liabilities regularly in order to 
manage their working capital. A successful working capital management can face emergencies 
caused by market changes and competitor activities. Good cash flow is always an asset to a 
ĐŽŵƉĂŶǇ ?ƐŐƌŽǁƚŚĂŶĚƐƵĐĐĞƐƐ ?dŚŝƐŚĞůƉƐƚŚĞĨŝƌŵƐƚŽŐĞŶĞƌĂƚĞŚŝŐŚĞƌǀĂůƵĞ ? 
The management of working capital is treated to be one of the most important aspects to any 
business: big or small. The amount invested in the working capital is usually in proportion to the 
total assets of the company and so it is strongly recommended to use the working capital in the 
most efficient way. A firm may earn a good amount of profit but if it does not translate this profit 
into cash from operations within the same operating cycle, the firm would automatically depend on 
external borrowing to fulfil its working capital needs. Thus, the objectives of profitability and 
liquidity must be synchronized and one should not impinge on the other for long. The investments 
carried on by the firm on its current assets is inevitable because this ensures fast delivery of goods 
and services to the final consumers and hence efficient management of the same should give a 
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favourable impact on either profitability or liquidity. On the other hand, if the inputs are blocked at 
the various stages of the supply chain, this will tend to lengthen the cash operating cycle. This may 
affect the firm in two different ways: either it would increase profitability due to increase in sales or 
undesirably affect the profitability if the expenses ties up in working capital beat the advantages of 
holding more stock/inventory and/or granting more trade credit to customers (Padachi, 2006). 
WĂĚĂĐŚŝ  ? ? ? ? ? ) ŚĂƐ ĞǆĂŵŝŶĞĚ ƚŚĞ ƚƌĞŶĚƐ ŝŶ ǁŽƌŬŝŶŐ ĐĂƉŝƚĂů ŵĂŶĂŐĞŵĞŶƚ ĂŶĚ ŝƚƐ ŝŵƉĂĐƚ ŽŶ Ĩŝƌŵ ?Ɛ
performance for 58 Mauritian small manufacturing firms during 1998 to 2003. He also elaborated 
that a well-ƐƚƌƵĐƚƵƌĞĚĂŶĚŝŵƉůĞŵĞŶƚĞĚǁŽƌŬŝŶŐĐĂƉŝƚĂůŵĂŶĂŐĞŵĞŶƚƵƐƵĂůůǇĂĚĚƐƚŽĂĨŝƌŵ ?ƐǀĂůƵĞ ?
The findings highlighted that high investment in inventories and receivables is associated with low 
profitability and also showed an upward trend in the short term component of working capital 
financing. Luo et. al.  ?  ? ? ? ? ? ) ŚŝŐŚůŝŐŚƚĞĚ ƚŚĂƚ ƚŚĞ ĞĨĨŝĐŝĞŶĐǇ ŽĨ ĂŶ ŽƌŐĂŶŝƐĂƚŝŽŶ ?Ɛ ǁŽƌŬŝŶŐ ĐĂƉŝƚĂů
management has a long-ƚĞƌŵŝŵƉĂĐƚŽŶƚŚĞĨŝƌŵ ?ƐƉĞƌĨŽƌŵĂŶĐĞ ?&ƵƚƵƌĞĞĂƌŶŝŶŐƐƚĞŶĚƚŽŝŵƉƌŽǀĞĂƐ
the market reacts positively to the improvement of working capital efficiency. Ganesand (2007) 
ƉƌŽƉŽƐĞ ƚŚĂƚĞĨĨĞĐƚƵĂů ǁŽƌŬŝŶŐ ĐĂƉŝƚĂů ŵĂŶĂŐĞŵĞŶƚ ŝŶĐƌĞĂƐĞƐ ĨŝƌŵƐ ? ĨƌĞĞĐĂƐŚ ĨůŽǁ ?ǁŚŝĐŚ ŝŶ ƚƵƌŶ
ŝŶĐƌĞĂƐĞƐ ƚŚĞ ĨŝƌŵƐ ? ŐƌŽǁƚŚ ŽƉƉŽƌƚƵŶŝƚŝĞƐ ĂŶĚ ƐŚĂƌĞŚŽůĚĞƌƐ ƌĞƚƵƌŶ ?  ŚŽǁdhury and Amin (2007) 
ŚĂǀĞ ǁƌŝƚƚĞŶ ĂŶ ĂƌƚŝĐůĞ ŽŶ  “tŽƌŬŝŶŐ ĂƉŝƚĂů DĂŶĂŐĞŵĞŶƚ WƌĂĐƚŝĐĞƐ ŝŶ WŚĂƌŵĂĐĞƵƚŝĐĂů ŽŵƉĂŶŝĞƐ
>ŝƐƚĞĚŝŶ^ ? ?ŵŽŶŐst all the problems of financial management, the problems of working capital 
management have probably been recognized as the most crucial one. It is because of the fact that 
working capital always helps a business concern to gain vitality and life strength and to maximize 
profit.  
 
Many have contributed to the empirical research of describing the relationship between working 
capital management and profitability and have confirmed that reducing current assets in comparison 
ƚŽ ƚŽƚĂů ĂƐƐĞƚƐ ĚĞĐƌĞĂƐĞƐ ǁŽƌŬŝŶŐ ĐĂƉŝƚĂů ŝŶǀĞƐƚŵĞŶƚ ? ƚŚĞƌĞďǇĂĨĨĞĐƚŝŶŐ ƚŚĞ Ĩŝƌŵ ?Ɛ ƉƌŽĨŝƚĂďŝůŝƚǇ
positively.  Organisations can have an optimal amount of working capital that would lead to the 
maximising their value. Other than this, maintaining a huge inventory, readily granting credit to 
customers and being patient to wait longer to receive payments may result in higher sales. 
The shortcoming of permitting generous trade credit and maintaining high levels of inventory is that, 
money is held in working capital. On the liabilities side, postponing payment to suppliers allows a 
firm to receive goods on credit, therefore increasing spontaneous financing and reducing the need 
for high external borrowing. Efficiency of working capital management depends on how well the 
short term assets and short term liabilities are managed so that it provides a balance between 
removing potential inability to cope with short term debts and evading unnecessary holdings in 
these assets. 
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2.2 The Benefits of Holding Working Capital 
 
All the components of working capital like cash, receivables, payables, inventories are equally 
significant and help in the management of the firm in their own unique way. 
Cash - It is the most liquid form of current asset and is of utmost importance to work on the regular 
activities of the business. While the proportion of assets held in the form of cash is very small, its 
effective use is essential for the solvency of the business. Hence, decision regarding planning and 
controlling the cash is considered as a vital task in any form of business. Cash is needed for the day 
to day operations of the business like paying of wages and salaries as and when they fall due and 
also pay creditors on time to ensure uninterrupted supplies. 
 
Inventories - Another form of current asset is the inventory which includes all types of stocks. For 
effective working capital management along with cash, inventory management is regarded as an 
important task as well. The level of inventory should be such that the total cost of ordering and 
holding inventory is the least. At the same time, stock out cost should be reduced. Organisations 
therefore should fix the minimum safety stock level, re-order level and ordering quantity so that the 
inventory cost is reduced and its management becomes proficient.  
 
Inventory for a manufacturing company consists of raw materials; work in process, and finished 
goods. Raw materials represent the cost of components purchased from other manufacturers that 
will become a part of the finished product. Raw materials inventories have many advantages: it 
makes the production scheduling easier as it can take the benefits of market price change, quantity 
discounts and also helps to hedge against supply shortages. If raw inventories were not held, 
purchases would have to be made continuously at the rate of production. This would lead to a hike 
in the ordering costs and avail less quantity discounts and will also cause interruption in the 
production process when raw materials cannot be acquired in time. This attracts firms in buying 
enough raw materials so as to provide an effective cushion between purchases and production (Ben-
Horim, 1987). Work in progress inventory include products that are incomplete. The cost of work in 
progcess includes the cost of raw materials used in production, the cost of labour that can be 
directly traced to the goods in progcess, and an allocated portion of other manufacturing costs, 
called manufacturing overhead. They provide a link between different production activities, thus 
giving a buffer to the process. Inventories of finished goods have to be held to deliver immediate 
services to customers and, even out production by separating productions and sales activities. It is 
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very important to manufacture according to the customers demand and most firms are unable to do 
so. This failure would mean loss of sales to competitors. Hence, holding finished goods inventory 
helps to serve customers on a continuous basis and aims in adapting to their changing demands 
(Scherr, 1989). 
 
In a manufacturing company, in terms of percentage of the total assets, all these components of 
inventory together generally account for around 25% to 30% of total assets of the company. Hence, 
the significance of controlling and managing the inventory of a company can hardly be over-
emphasised. The objective of inventory management is to make sure that a company or business 
does not lose sales by having too little inventory and does not loss money by investing in too much 
inventory (Mathur, 2002). 
 
Accounts Receivables - Every business would opt to sell its products on a cash basis. But reality is a 
bit different where companies are forced to sell their goods on credit due to factors like trade 
policies, prevailing marketing conditions etc. In few instances, a business may knowingly extend 
credit as a strategy of increasing sales. Long et. al., (1993) has stated that the sales of the company 
may increase if it offers liberal credit terms to its customers. This creates a current asset in the form 
ŽĨ  ‘ĞďƚŽƌƐ ? Žƌ  ‘ĐĐŽƵŶƚƐ ZĞĐĞŝǀĂďůĞ ? ? /ŶǀĞƐƚŵĞŶƚ ŝŶ ƚŚŝƐ ƚǇƉĞ ŽĨ ĐƵƌƌĞŶƚ ĂƐƐĞƚƐ ŶĞĞĚs effective 
management as it gives rise to costs such as: Cost of carrying receivable (payment of interest etc.) 
and Cost of bad debt losses. Thus, the objective of any management policy pertaining to accounts 
receivables would be to ensure that the benefits arising due to the receivables are more than the 
cost incurred for receivables and the gap between benefit and cost increases, resulting in increased 
profits.  
ĨƚĞƌ Ă ĐŽŵƉĂŶǇ ?Ɛ ŝŶǀĞƐƚŵĞŶƚ ŝŶ ƉůĂŶƚ ĂŶĚ ŵĂĐŚŝŶĞƌǇ ĂŶĚ ƐƚŽĐŬƐ ŽĨ ŝŶǀĞŶƚŽƌǇ, the accounts 
receivables constitute the third largest and most important item of the assets of the company. 
Therefore there is a compulsory need of effective monitoring and control of accounts receivable as it 
occupies an important and strategic position in the area of corporate financial management 
(Mathur, 2002). 
 
Accounts payables  W Simultaneously, credit purchases create accounts payables. Unlike credit from 
banks and other financial institutions, trade credit allowance does not depend on formal collateral 
security but on trust and reputation Fafchamps (1997). Creditors are an important part of cash 
management and should be managed with care to increase the corporate performance and cash 
position of the business entity. A firm should try to slow down cash disbursements and pay creditors 
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as late as it is consistent with maintaining its credit standing with suppliers, so that it can use the 
money it has in the most efficient way. Cote and Latham (1999) argued that the management of 
inventory, payables and receivables have remarkable impact on cash flows, which in turn affect the 
profitability of firms. 
2.3 The Working Capital Cycle 
 
The working capital cycle measures the amount of time that elapses between the moment when the 
entity starts investing money in a product or service, and the moment the business receives 
ƉĂǇŵĞŶƚĨŽƌƚŚĂƚƉƌŽĚƵĐƚŽƌƐĞƌǀŝĐĞ ?dŚŝƐĂůǁĂǇƐĚŽĞƐŶ ?ƚďĞŐŝŶǁŝƚŚƚŚĞŵĂŶƵĨĂĐƚƵƌŝŶŐŽĨƉƌŽĚƵĐƚƐ
because businesses often invest money in products when they hire people to produce goods, or 
when they buy raw materials. It is essential to have a good working capital cycle as it helps to 
maintain a balance between incoming and outgoing payments to maximise working capital. The 
cycle can be explained through the diagram: 
 
 
The diagram shows that raw materials or inventories are purchased on credit that creates accounts 
payables. Inventories bought on credit temporarily help with cash flow as there is no immediate 
need to pay for these inventories. Then the products are processed through different levels and 
finally the output comes as finished products which are ready for sale. The sale is done on credit 
policies which create account receivables. This means that there is no cash inflow even after the sale 
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of the products. The cash would be received later. On the other hand, the amount of cash that is 
collected from trade receivables may be used to offset the amounts outstanding to trade creditors. 
When this cash does not get collected from the trade receivables, the cash problem arises to pay off 
the trade payables. The control of working capital is thus ensuring that the company has enough 
cash in the bank to meet it day to day operations. This will help to save on bank interest and charges 
on bank overdrafts. Cash is the life blood of the business. 
Firms may have an optimum level of working capital that maximizes their value.  Large inventory and 
a liberal trade credit policy may lead to high sales. Larger inventory reduces the risk of a stock-out. 
Trade credit may stimulate sales because it allows customers to assess product quality before paying 
(Long, Maltiz and Ravid, (1993) and Deloof and Jegers, (1996). Delaying payments to suppliers allows 
a firm to assess the quality of bought products, and usually turns out to be an inexpensive and 
flexible source of financing for the firm. On the other hand, late payment of invoices can be very 
costly if the firm is offered a discount for early payment. 
According to Ross (2003), the existence of a firm depends on the capability of its strength to manage 
ƚŚĞ Ĩŝƌŵ ?Ɛ ǁŽƌŬŝŶŐ ĐĂƉŝƚĂů ? /ƚ ŝŶǀŽůǀĞƐ ƚŚĞ ƉƌŽĐĞƐƐ ŽĨ ĐŽŶǀĞƌƚŝŶŐ ŝŶǀĞƐƚŵĞŶƚ ŝŶ ŝŶǀĞŶƚŽƌŝĞƐ ĂŶĚ
accounts receivables into cash for the firm to use in paying its operational bills. As such, working 
ĐĂƉŝƚĂů ŵĂŶĂŐĞŵĞŶƚ ŝƐ ƚŚƵƐ Ăƚ ƚŚĞ ǀĞƌǇ ŚĞĂƌƚ ŽĨ ƚŚĞ Ĩŝƌŵ ?Ɛ ĚĂǇ ƚŽ-day functioning, and improving 
commercial profitability. Scherr (1989) highlighted that executing the practices of working capital 
management to the best of their ability; organisations can build strong cash flow levels and enhance 
profitability by reducing production interruptions and inefficiencies and sales disruptions. It also 
helps to strengthen the budgeting and forecasting process, predicting and managing results, 
increasing the ability to deal with unforeseen risk.   
2.4 Cash Conversion Cycle (CCC) 
 
As mentioned earlier in the normal course of business, companies acquire inventory on credit, which 
they in turn use to manufacture products. These products are then sold, often on credit. These 
actions generate accounts payable and accounts receivable, with no cash exchanged until the 
company collects accounts receivable and settles the accounts payable. The cash conversion cycle is 
a popular measure of working capital management (WCM), which is defined as the time lag between 
the expenditure for the purchases of raw materials and the collection of sales of finished goods. The 
longer this time lag, the larger the investment in working capital (Deloof 2003). Precisely, the cash 
conversion cycle reveals the length of time a company takes to sell its finished goods, collect 
receivables, and pay its bills. It always says that the lower the CCC, the better it is. Simply because 
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reducing the CCC, makes more cash available which is then used by the in firm to invest in new plant 
and equipment or infrastructure or other activities to increase shareholders return. Thus, concluding 
that the standard measure of working capital management is the cash conversion cycle which shows 
the time span between disbursements and collection of cash.  
Many studies have concluded that the cash conversion cycle should be diminished to increase the 
profitability of the firm. Shortening the CCC enhances profitability because the longer the CCC the 
greater the need for external borrowing. It is favourable to have a shorter CCC and it is also likely 
that a company may achieve a negative CCC. In such a case, it indicates that the company manages 
its working capital very effectively. A negative cash conversion cycle is one where there is no need to 
pay for inventory or materials until the final product associated with them is sold. A dataset of 6925 
European firms for a period of 1995-2004 were examined by Losbichler et. al. (2008) where results 
depicted that firms on an average may reduce the cash conversion cycle only by 2 days between the 
above mentioned time span. 
It is highlighted in many studies that the way in which working capital is managed will have a 
significant impact on the profitability of those firms. A sample of 1009 non- finance Belgian firms 
were investigated by Deloof (2003) for the period 1992-1996.The relationship between working 
capital management and corporate profitability was examined. The result depicted a negative 
relationship between profitability measured by Gross Operating Income, cash conversion cycle, 
ŶƵŵďĞƌ ŽĨ ĚĂǇ ?Ɛ ĂĐĐŽƵŶƚƐ ƌĞĐĞŝǀĂďůĞ ĂŶĚ ŝŶǀĞŶƚŽƌŝĞƐ ?  dŚĞ ƐƚƵĚǇ ƐŚŽǁĞĚ ƚŚĂƚ Ă ŵĂŶĂŐĞƌ ŵĂǇ
decrease the number of day ?s accounts receivable and inventory to increase profitability. They can 
ĐƌĞĂƚĞ ǀĂůƵĞ ĨŽƌ ƚŚĞŝƌ ƐŚĂƌĞŚŽůĚĞƌƐ ďǇ ƌĞĚƵĐŝŶŐ ƚŚĞ ŶƵŵďĞƌ ŽĨ ĚĂǇ ?Ɛ ĂĐĐŽƵŶƚƐ ƌĞĐĞŝǀĂďůĞ ĂŶĚ
inventories to a reasonable minimum. The negative relation between accounts payable and 
profitability is consistent with the view that less profitable firms wait longer to pay their bills. 
Shin and Soeren (1998) researched the relationship between working capital management and 
creation of shareholders value. It is calculated by assessing the inventory conversion period and the 
receivable conversion period, less the payables conversion period. In their study, Shin and Soenen 
used net-trade cycle (NTC) as a measure of working capital management. NTC is basically the same 
as the cash conversion cycle (CCC) where all three components are expressed as a percentage of 
sales. NTC may be a proxy for additional working capital needs as a function of the projected sales 
growth. They took the help of correlation and regression analysis and conducted a study on a sample 
of 58,985 firms to examine the relationship between the length of firm ?s net-trade cycle that was 
used to measure efficiency of working capital management and corporate profitability. A strong 
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negative relationship was shown. Based on the findings, they suggest that one possible way to 
create shareholder value is to reduce the Ĩŝƌŵ ?ƐEd ? 
The cash conversion cycle had been widely used as a major component representing working capital. 
Jose et. al. (1996) carried out a study on 2718 firms between the period 1974 to 1993, and verified 
that aggressive working-capital policies indicated by a shorter cash conversion cycle, enhances 
profitability. The relationship between working capital management and corporate profitability of 
another sample of 131 listed companies in the Athens stock exchange for the period 2001-2004 was 
studied by Lazaridis and Tryfomidis (2006). Using regression analysis and descriptive statistics, the 
study publicised similar results that there was a statistical significance between profitability which 
was measured through gross operating profit and cash conversion cycle. In their final submission, 
they maintain that the managers could create value for shareholders by handling correctly the cash 
conversion cycle and keeping each different component to an optimum level. 
 
The effects of various components of working capital management on the net operating profitability 
was also investigated by Raheman and Nasr (2007) over a range of 94 Pakistani firms listed on 
Karachi stock exchange for a time span of 6 years. This also revealed a negative relationship between 
the components of working capital management (average collection period, inventory turnover in 
days and cash conversion cycle) and the profit margin. They used panel data regression analysis of 
cross-sectional and time series data. The relation between firm profitability and liquidity as 
measured by current ratio and cash gap were empirically examined by Eljelly (2004) on a list of Saudi 
Arabian companies. A negative corƌĞůĂƚŝŽŶ ǁĂƐ ƐĞĞŶ ďĞƚǁĞĞŶ ƚŚĞ Ĩŝƌŵ ?Ɛ ƉĞƌĨŽƌŵĂnce and its 
liquidity level, calculated by current ratio. The study used correlation and regression analysis. This 
inverse relationship was more obvious in companies with high current ratios and longer cash 
conversion cycles. The results were stable and had important implications for liquidity management 
in various Saudi companies as it was clear that there was a negative relationship between 
profitability and working capital. 
Using a sample of 50 Nigerian quoted non-financial firms listed on the Nigerian stock exchange for 
the time period 1996-2005, Falope and Ajilore (2009) conducted a study which utilized panel data 
econometrics in a pooled regression, where time-series and cross-sectional observations were 
combined and estimated. They also found a noteworthy negative relationship between the cash 
conversion cycle, average collection period, inventory turnover in days, average payment period and 
the net operating profitability. Furthermore, they could not find any major variations in the effects 
of working capital management between large and small firms. The consequences recommended 
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that the managing staff can increase the shareholders value. If the firms manage their working 
ĐĂƉŝƚĂůŵŽƌĞĞĨĨĞĐƚŝǀĞůǇďǇĚĞĐƌĞĂƐŝŶŐƚŚĞŶƵŵďĞƌŽĨĚĂǇ ?Ɛ inventories and accounts receivable and 
to a reasonable minimum level. In addition, the negative relationship between accounts receivables 
ĂŶĚĨŝƌŵ ?ƐƉƌŽĨŝƚĂďŝůŝƚǇƐƵŐŐĞƐƚĞĚƚŚĂƚůĞƐƐƉƌŽĨŝƚĂďůĞĨŝƌŵƐǁŝůůƉƵƌƐƵĞĂĚĞĐƌĞĂƐĞŽĨƚŚĞŝƌĂĐĐŽƵŶƚƐ
receivables in an attempt to reduce their cash gap in the cash conversion cycle. 
For the first time Garcia-Teruel and Martinez-Solano (2007) examined the small and medium-sized 
Spanish firms to study the effect of working capital management on profitability. Using panel data 
regression methodology, the study publicised that managers can create value by reducing their 
inventories and the number of days for which their accounts are outstanding.  Companies listed at 
the Istanbul Stock exchange (ISE) were investigated in a study by Samiloglu and Demirgunes (2008) 
on the relationship between working capital management and firm profitability. They used multiple 
regression models. The study concludes that accounts receivables period and inventory period affect 
the profitability of the firm in a negative manner. 
Pooled data analysis was carried on a number of firms listed in the stock market of Vietnam for the 
era of 2006-2008 by Dong (2010). He focused on variables that include profitability, cash conversion 
cycle and other relative elements and found out the interconnections between them. His study 
stated a strong negative relationship between all the variables. This foresee that a decrease in the 
profitability occur due to increase in cash conversion cycle. Concluding that if the number of days 
account receivable and inventories are diminished then the profitability increases.  
 
Another research conducted by Zariyawati et. al. . (2009) used panel data of 1,628 firm years for the 
time period of 1996 to 2006 that comprised six different economic sectors. It examined the 
relationship between working capital management and firm profitability of the firms listed in 
Malaysia. Results of this study found that the CCC is notably negatively associated with the firm 
profitability. They further emphasized that in order to enhance shareholder wealth managers should 
focus on reduction of the cash conversion period.  The results of the study are consistent with that 
of other studies conducted in different markets.  
 
Another study conducted by Chawla et. al.  (2010) also investigated the relationship between 
working capital structure and the liquidity of the firms with the profit margin of the firms. In this 
study, three companies of the petro-chemical industry in India between 2004 and 2009 were 
examined. The study investigated the relationship between working capital management and 
liquidity of companies with profitability of companies. In this study they used cash conversion cycle, 
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inventory turnover, receivables collection period, the creditors' settlement period and current ratio. 
Their methodology used Pearson correlation and linear regression analysis. It indicated a 
noteworthy negative relationship between the cash conversion cycle and its components including 
inventory turnover period, receivables collection period and creditors' settlement period with 
company's profitability.  This tells us that by increasing the cash conversion cycle, corporate 
profitability is reduced. Hence, management should make a positive value for the shareholders by 
reducing the cash conversion cycle at the lowest possible level.  The research results showed that 
statistically there is a significant inverse relationship between liquidity and profitability of 
companies. 
 
Liquidity, as a function of current assets and current liabilities is a useful element in influencing 
policies of working capital aŶĚ ŝŶĚŝĐĂƚĞƐ Ĩŝƌŵ ?ƐĐapacity to generate the needed cash. Quick ratios 
and current ratios which are the usual measures of liquidity are usually incompetent balance sheet 
based measures which do not give accurate information about the effectiveness of working capital 
management (Finnerty, 1993; Jose et. al. ., 1996). It is illogical to consider both liquid and operating 
assets in the formulas while calculating the liquidity. Besides, mentioned traditional ratios are 
sometimes not meaningful in terms of cash flows (Richards and Laughlin, 1980). It is because of the 
limitations of the usual liquidity ratios that Hager (1976), Richards and Laughlin (1980), Emery 
(1984), Kamath (1989), Gentry et. al. . (1990), Schilling (1996) and Boer (1999) have come up with 
on-going liquidity measures in working capital management. This refers to inflows and outflows of 
cash of the firm through activities like production acquisition, sales, production, payment and 
collection process that ƚĂŬĞƐƉůĂĐĞŽǀĞƌƚŝŵĞ ?ƐƚŚĞĨŝƌŵ ?ƐŽŶ-going liquidity is a function of its cash 
conversion cycle (Pinches, 1992), it will be more precise and accurate to evaluate efficiency of 
working capital management by cash conversion cycle, rather than traditional liquidity measures. 
Cash conversion cycle is a part of the operating cycle of the firm and is found by adding inventory 
period to accounts receivables period and then subtracting accounts payables period from it 
(McLaney, 1997). Traditionally interaction between cash conversion cycle and profitability suggests 
that usually a long cash conversion leads to a decrease in profitability. Trading activities of the firm 
can be taken as a circular process where cash is converted into assets and vice versa. The availability 
of cash for trading activities of the firm has a great multiplier effect due to its turnover ratio. The 
higher the cash turnover ratios the more the managers can minimise short term investments with 
relatively low rates of return as compared to long term investments and thereby increase 
profitability. 
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According to Moyer, Mcguigan and Kretlow (1998), the primary goals of any firm are -liquidity and 
profitability. Different costs are related to the excesses and shortages of working capital levels of 
ŝŶǀĞƐƚŵĞŶƚĂŶĚ ĨŝŶĂŶĐŝŶŐ ?ĨĨĞĐƚŝǀĞůǇŚĂŶĚůŝŶŐ ƚŚĞƐĞĐŽƐƚƐ ĐĂŶ ŝŶĐƌĞĂƐĞ ƚŚĞƉƌŽĨŝƚĂďŝůŝƚǇŽĨĂ Ĩŝƌŵ ?Ɛ
operations. Firms have to regulate the individual and joint impact of the levels of short-term 
investment and financing on the dual objectives of working capital management. These goals 
indicate that decisions that tend to maximise profitability tend not to maximise the chances of 
adequate liquidity. Conversely, focusing almost entirely on liquidity will tend to reduce the potential 
profitability of the firm. They discuss that, there is an optimal level of working capital investment, 
which keeps on changing with the variability of output and sales that a firm must maintain. For a 
given level of output or sales there is certain working capital requirement that results in the highest 
profit. Other factors that affect the optimality of working capital include the inconsistency of cash 
flows, the degree of operating and financial leverage. The issue of profitability and liquidity risk 
trade-off is based on the argument that short-term investment and financing have opposing effect 
on liquidity and profitability. Investment in current assets though useful to achieve the objectives of 
liquidity does not produce as much profit as investing in fixed assets. Financing with current 
liabilities though cheaper and therefore more profitable, it is risky because it gives less time to pay. 
2.5 Overview 
 
To develop the framework for this study relevant literature review well-established in different 
countries was relied upon. The importance of Working Capital Management is not new.  Extensive 
research has been done previously and it has always revealed a significant relationship between 
corporate performance and working capital management by using different variables and doing a 
regression analysis on them. tŽƌŬŝŶŐĐĂƉŝƚĂůŵĂŶĂŐĞŵĞŶƚŝƐǀŝƚĂůďĞĐĂƵƐĞŽĨŝƚƐĞĨĨĞĐƚƐŽŶƚŚĞĨŝƌŵ ?Ɛ
profitability and risk, and thereby the firm value (Smith, 1980). As highlighted by Blinder and Maccini 
(1991), retaining high levels reduces the cost of possible interruptions in the production process, or 
of loss of business due to the scarcity of products. It also reduces supply costs, and protects against 
price fluctuations among other advantages.  
 
Elaborating on the literature review, previous studies show that the relation between working 
capital management and profitability is examined for a huge range of countries. While the oldest 
study stress on the United States, the current studies originate from the European and Asian 
countries. Most of the studies rely on panel data with time period varying from 4 to 20 years with 
the exception of Meyer and Ludtke (2006), who have conducted their analysis using data for only 
one year. 
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All the above literature that has been surveyed not only gives us a thoughtful idea and stern support 
in conducting the working capital analysis but, additionally provides us the verdicts and conclusions 
of their study on working capital management in the perspective of various countries and different 
industries across the globe. Hence, keeping in mind the methods and analysis of the researches 
conducted in different business environments, the research methodology for this present study has 
been established. A panel data and correlation coefficient analysis would be carried out on the data 
of the companies of three important industries of the United Kingdom. The regression analysis on 
the various working capital components will result in highlighting how the working capital 
management affects profitability in all the industries.  
 
Primarily the objective of this study is to investigate the relationship between working capital 
management, as measured through the cash conversion cycle, and corporate profitability. This study 
then carryies out an inter-industry analysis to compare their profit margin depending on their 
working capital management and enriches the existing literature. The theoretical approach 
presented in the literature review, support in defining the approach to working capital management 
chiefly to comprehend the relationships among the factors of working capital management, to 
design the data collection approaches and analyse the sample collected. The expectation of the 
conceptual framework with regard to the working capital management is that, if there are no 
constraints, efficient working capital management can be implemented in increasing sales and 
decreasing costs thus improving profitability. The next step of the study is to go through the 
methods to be used to derive the results from the data collected. The various ratios and equations 
to be used are elaborated in the third chapter.  
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CHAPTER THREE: RESEARCH METHODOLOGY 
 
The main objective of this study is to investigate the impact of Working Capital Management on 
profitability of manufacturing firms form the pharmaceutical, food, chemicals and the electronic 
industry. This is achieved by developing a similar empirical framework first used by Shin and Schoen 
(1998) and the subsequent work of Deloof (2003). The study focuses exclusively on the firms listed in 
London Stock Exchange. The data reported in this paper were gathered for a period from 2009 to 
2012 as a part of study designed to analyse profitability and working capital management from 
financial reports. Availability and comparison of data induced me to carry out an inter-industry 
analysis based on the statistical tests and regressions carried on. The research will include the cash 
conversion cycle as the measure of working capital efficiency. This study will also study the 
correlation industry-wise, for a more detailed analysis of working capital effects on profitability. The 
collected data were examined and deduced with the help of different financial ratios, statistical tools 
like Mean, Standard Deviation (S.D.), and Correlation Coefficient etc. Correlation Matrix and 
Regression analysis were also forced out for analysis. The method applied in the study is purely 
quantitative. The data composed was condensed into a panel set of company years. The panel data 
approach is a very active way to study quantitative data as it allows for more variation in the micro 
data to be used in constructing parameter estimates, as well as approving the use of comparatively 
simple econometric techniques (Bond, 2002). This paper has arranged the data into a panel data set, 
controlling for industrial and yearly effects on profitability. 
3.1 The Population 
 
The strength of interest of this study comprised all the companies belonging to the four industries of 
the United Kingdom namely the Pharmaceuticals and Biotechnology industry, the Food industry, the 
Chemicals industry and the Electronic and Electrical equipment industry. All the companies have 
been listed in the London stock exchange for a period of four years. Similar studies conducted by 
Deloof (2003), Lazaridis and Tryfomidis (2006) and Afza and Nazir (2007) have analysed data with the 
same time span and come up with reliable results. The manufacturing industries have been chosen 
because these firms usually require more working capital as they need raw material stocks, 
work ?in ?progress and finished goods. Different types of industry require different levels of working 
capital. Service industries need little to no inventory whereas retailers need more. However this 
study attempts to carry out an inter-industry analysis amongst the chosen manufacturing industries 
to show an industry wise performance of working capital management measures and profitability. It 
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would compare the industries and elaborate on how well all the firms are able to manage their 
working capital and enhance their profitability.  
3.2 Industry Background 
 
UK Manufacturing Industry 
The manufacturing sector of the United Kingdom is varied, comprising a numerous different 
industries, technologies and activities. These vary hugely in terms of the economic value they 
generate, reflecting differences in their use of particular factors of production (raw materials, 
physical capital, intangible investment, skilled and non-skilled labour, and knowledge) and the value 
which they are able to generate from them. 
Manufacturing is the third largest sector in the UK economy, after business services and the retail 
sector in terms of share of UK Gross Domestic Product (GDP). In 2009, the UK manufacturing sector 
generated around £140bn in gross value added (GVA), representing just over 11% of the UK 
economy (BIS Economic paper, 2010). 
For the inter-industry analysis I have chosen the following industries from the whole of the 
manufacturing sector of UK because these industries are always in the need of working capital to 
conduct its day to day internal affairs. The other industries are equally important and the same 
approach can be applied to conduct the tests on any and all the industries. To get confined and 
better results I have conducted the analysis on a random selection of four important industries of 
the manufacturing sector.  Amongst the manufacturing sector of UK, chemicals and chemical-based 
products is an important contributor to its manufacturing base. Within this sector, the 
pharmaceutical industry is particularly successful, with the world's second and third largest 
pharmaceutical firms. A small background on the working capital use of all the industries chosen is 
given below. 
Chemicals Industry- The chemical industry is facing important changes; the constant consolidation in 
the supplier, continuing globalization, as well as the competitor and customer base is posing 
numerous challenges. Moreover, the increasing price competition and rising feedstock prices bring 
margins under pressure and force the chemical firms to search for ways to compete against those 
trends. Working capital optimizations offer various opportunities, both in the short as well as in the 
long run. Seeger, Locker and Jergen have conducted a study on same topic focusing on the Swiss 
chemical industry. 
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Pharmaceutical and Biotechnology Industry- Inadequate working capital tends to interrupts the 
normal operations of a business and impairs profitability. There are instances of business failures for 
inadequate working capital. Further, working capital has to play a vital role to keep pace with the 
new innovations, scientific and technological developments that are taking place in the concerned 
area of pharmaceutical industry. The company would not be able to survive or face competition if 
there are no new ideas, methods or techniques due to lack of working capital. Hence, working 
capital management has a special relevance in the pharmaceutical industry. Many researchers have 
been carried on this topic in the pharmaceutical sector. The journal on Working Capital Management 
and Profitability: An Empirical Study by Barot Haresh (2012) emphasizes on the pharmaceutical 
companies of India. Another study by Anup Chowdhury and Md. Muntasir Amin consider the 
pharmaceutical sector of Bangladesh in their journal working capital management practiced in 
pharmaceutical companies listed in Dhaka stock exchange. 
Food Producers Industry- The food processing industry is highly working capital intensive. 
Companies require high working capital during the harvest season to stock up grain for the entire 
year. Also, some companies engaged in processing and selling of some typical grains have high 
working capital requirement as they require to be aged for specific time before milling and eventual 
sale. Studies have been conducted on the food industry firms of the Tehran stock Exchange on the 
same topic by Mosa Ahmadi, Iraj Saie Arasi and Maryam Garajafary (2012). Another similar journal 
ǁĂƐ ǁƌŝƚƚĞŶ ďǇ ŶŶĂ ŝĞŶŝĂƐǌ ĂŶĚ ďŝŐŶŝĞǁ 'ŽųĂƐ  ? ? ? ? ? ) ŽŶ ƚŚĞ /ŶĨůƵĞŶĐĞ ŽĨ tŽƌŬŝŶŐ ĂƉŝƚĂů
Management on the Food Industry Enterprises Profitability in Poland. 
Electronic and Electrical Equipment Industry- Like all other manufacturing industries this sector also 
has one of the same reasons for its working capital requirement. In order to manage its day to day 
operations smoothly this industry has to ensure a good flow of working capital. The efficient 
management of the working capital would help in meeting the regular obligations without 
interruptions in the production process thus delivering on time and thus enhance profitability. 
3.3 Sample 
 
The study is based on the financial statements of the selected UK firms, listed on the LSE. The ratios 
for the analysis were calculated separately taking data from the balance sheet and the profit and 
loss statement of each firm and some were gathered from the ratio reports of each company 
(Appendix 1, 2, 3 and 4). An attempt has been made to include all the companies which fall under 
the category of the above mentioned industries. In constituting the sample, the firms with data of 
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account receivables, accounts payables, total inventory, total assets, cost of goods sold, purchases, 
net sales and operating income were included in the sample forming a sample size of  96 firms. Every 
industry had few companies which could not be included in the analysis due to the lack of data. All 
the companies taken into account have the data for four years from 2009 to 2012. 
Sample selection procedure 
UK Firms listed in the LSE under Pharmaceutical and Biotechnology 
Industry  
Less: Firms with incomplete data 
51 
(30) 
 
21 
UK Firms listed in the LSE under Food Producers Industry  
Less: Firms with incomplete data 
27 
(6) 
 
21 
UK Firms listed in the LSE under Chemicals Industry  
Less: Firms with incomplete data 
23 
(6) 
 
17 
UK Firms listed in the LSE under Electronic and Electrical Equipment 
Industry  
Less: Firms with incomplete data 
45 
(8) 
 
37 
TOTAL  96 
 
3.6 Data Collection 
 
The study is conducted using secondary data obtained from the financial statements of the sampled 
firms from the computer software named Data Stream. The information was collected from the 
Balance sheet, Profit and Loss account and the Key ratios statement of each company. Excel spread 
sheets were designed to record the financial statements and then calculate the ratios individually 
ŶĞĞĚĞĚĨŽƌƚŚĞĂŶĂůǇƐŝƐ ?ůůƚŚĞĨŝŐƵƌĞƐŝŶƚŚĞĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚĂƌĞŝŶ ‘ ? ? ?h<ƉŽƵŶĚƐ ? 
3.7 The Variables 
 
This research is intended to examine the relationship between working capital management and 
profitability of the UK firms listed in the LSE segregated under the three industries. This is 
accomplished by developing a similar empirical framework used by Raheman and Nasr(2007) and 
subsequently by Falope and Ajilore(2009) and Zariyawati et. al.  (2009). These studies have used 
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almost similar dependent and independent variables to elaborate the how working capital 
management affects the net operating profitability of the firms. 
 
Dependent Variable 
In this study, profitability is measured by the variable Return on Assets. ROA is usually taken as an 
indicator of how profitable a company is compared to its total assets. The ratio is displayed as a 
ƉĞƌĐĞŶƚĂŐĞĂŶĚŝƐĚĞƌŝǀĞĚďǇĚŝǀŝĚŝŶŐƚŚĞĐŽŵƉĂŶǇ ?ƐĂŶŶƵĂůĞĂƌŶŝŶŐƐďǇŝƚƐƚŽƚĂůĂƐƐĞƚƐ ?^ŽŵĞƚŝŵĞƐ
this is referred to as "Return on Investment".  
This ratio elaborates on what earnings the company has generated from the capital (assets) invested 
in it. The assets of the company comprise both debt and equity. Both debt and equity are used to 
finance the company. The ROA figure gives investors an indication of how efficiently the company is 
converting the money it has to invest into net income. The company with a high ROA is predicted to 
be going good as it is earning more money on less investment. 
The formula for return on assets is:  
 
The choice of this measure is imposed by the requirement to relate operating success or failure of 
the firms with a profitability ratio and relate this variable with other variables (i.e. cash conversion 
cycle). 
Explanatory variables 
In the analysis the explanatory or independent variables will show to what extent the return on 
assets of the company will change every year depending on the changing values. How significantly it 
ǁŝůů ĂĨĨĞĐƚ ƚŚĞ ĐŽŵƉĂŶǇ ?Ɛ ƌĞƚƵƌŶ ŽŶ ŝŶǀĞƐƚŵĞŶƚ ƚŚƵƐ ĂĨĨĞĐƚŝŶŐ ƉƌŽĨŝtability. As the independent 
variables the following efficiency ratios would be used. 
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Days Inventory Outstanding (DIO) - this ratio is the measure which answers the question of how 
long a company takes to sell off its whole stock or inventory. The smaller the number, the better it is. 
The formula is: 
               
Where Average Inventory: (beginning inventory + ending inventory)/2 
 
 
Days Sales Outstanding (DSO)  W This ratio calculates the number of days a company needs to collect 
its sale revenue. Cash-only sales have a DSO of zero, but many companies allow customers to buy on 
credit. Again smaller number is positively affects the company performance. The formula is: 
                                                 
 
 Where Average Accounts Receivable:  (Opening accounts receivable + closing accounts receivable)/2 
Days Payable Outstanding (DPO)  W Finally, we calculate the time it takes for a company to pay its 
outstanding bills (accounts payable). The longer a company is able to hold its cash, the better its 
investment potential. In this case, a longer DPO is better. The formula is: 
 
 
Where average accounts payable:(Opening accounts payable+ closing accounts payable)/2 
31 
 
 
Cash Conversion Cycle (CCC) - The cash conversion cycle measures the time span (in days) that it 
takes for a company to convert resource inputs into cash flows. In other words, the cash conversion 
cycle reflects the length of time it takes a company to sell inventory, collect receivables, and pay its 
bills.  
The equation to calculate the CCC:  
CCC = Days Inventory Outstanding (DIO) + Days Sales Outstanding (DSO)  W Days Payable 
Outstanding (DPO) 
       Control Variables  
A variable that is held constant in order to assess or clarify the relationship between two other 
variables are called control variables. The variable is unchanged throughout the experiment. 
Further, the variable strongly influences values. It is held constant to test the relative impact of 
independent variables. Hence, variables that theoretically proposed to affect the corporate 
profitability performance were considered as control variables in the model. The control 
variables considered in the model in this study are consistent with those of Falope and Ajilore 
(2009) and Terual and Solano (2005).  
Size- According to Eljelly (2004), the size variable had a significant effect on profitability. To 
show the firm size, natural logarithm of total assets is used as a control variable (SIZE). 
 
Growth in sales- This ratio is very simple and straightforward. It is the increase or decrease 
of the annual sales measured as a percentage every year. In this study it is assumed that 
there is a positive effect on the profit margin of the firm from sales growth (SGROW).  
                 The formula used: 
                                                            
 
Debt to equity ratio- This indicator is calculated by the relationship of long-term debt to 
total assets and is a proxy for leverage of the firm. It is anticipated that when funds are 
borrowed externally (e.g., from banks) at a fixed rate, they can be reinvested in the 
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company and lead to gaining a higher interest than the interest paid to the bank. The 
difference is counted as profit for the shareholders and therefore enhances the Return on 
Equity. Debt Ratio mainly estimates that how much percentage of total assets of a firm is 
financed by its creditors. Higher value of debt ratio shows that the firm has greater 
indebtedness and more financial leverage. Greater leverage shows that the cost of financing 
working capital would be higher. Previous researches have revealed an inverse relationship 
between leverage of the firm and financial performance such as Mohamad and Saad (2010), 
Gill et. al. . (2010), Raheman and Nasr (2007), and Raheman et. al. . (2010). 
The usual formula to calculate the debt ratio is (DER): 
                Debt ratio (DEBT) = Long Term Debt/total assets  
Economic cycle- Since good economic conditiŽŶƐ ƚĞŶĚ ƚŽ ĞŶŚĂŶĐĞ Ĩŝƌŵ ?Ɛ ƉƌŽĨŝƚĂďŝůŝƚǇ ? ƚŚĞ
variable GDPGR is controlled for the evolution of the economic cycle. It measures the annual 
GDP growth. The data was collected from the database of The World Bank website. The GDP 
growth rate for UK for the chosen sample period was: 2009 (-4.0%), 2010 (1.8%), 2011 
(1.0%), 2012 (0.3%). 
All the variables mentioned have some strong relationships that finally affect working capital 
management. It is highly expected to find a negative relationship between the measure of 
profitability (ROA) and the measures of working capital management (number of accounts 
receivable, account payable and inventories and cash conversion cycle). As revealed by the previous 
researches it is consistent that the time span between spending of the purchase of raw materials 
and the collection of the sales finished goods may turn to be too long and decreasing this time lag 
will increase the corporate performance of the firm.  
This research uses panel data regression analysis of cross sectional and time series data. Panel data 
is the data set where the behaviour of different entities is observed over time. These entities could 
be states, companies, individuals, countries, etc. in this case it is companies. As the data selected for 
the study consists of observations in a time series and cross sectional manner so, panel data 
methodology is used.  In this study, in total there are 384 firm-year observations. Panel data 
methodology has certain advantages, for example it believes that the different firms are 
heterogeneous in nature, that they have highly dissimilar elements and variability in data. It provides 
more instructive data and more degree of freedom; hence it provides more efficiency than cross-
sectional data methodology (Baltagi, 2001). As panel data can easily analyse a large number of 
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observations it provides with a solution for the unobserved heterogeneity which usually is a very 
common problem while dealing with cross sectional data (Dougherty, 2011). 
The equations used are consistent to those in the studies of Falope and Ajilore (2009) and Terual and 
Solano (2005). The static model to analyse firms with panel data is as follows: 
 
Where: 
Yit = return on assets (ROA) of firm i in year t  
Xit = the different independent variables for working capital management of firm i at time t 
ɴA?ƚŚĞĐŽĞĨĨŝĐŝĞŶƚŽĨyŝƚǀĂƌŝĂďůĞƐ ? 
ɻi = Individual firm effect assumed constant for firm i over t.  
ʄt = Time specific effect assumed constant for given t over i.  
ɸit = Time varying disturbance term serially uncorrelated with mean zero and variance 1. 
tA?dŝŵĞ ? ? ? ? ?ǇĞĂƌƐ 
In our modelling procedure we use the following panel regression equations: 
ROAit A?ɴ0 A?ɴ1DSOit A?ɴ2SIZEit A?ɴ3SGROWit A?ɴ4DEBTit A?ɻi A?ʄt + ೡit     (1) 
ROAit A?ɴ0 A?ɴ1DIOit A?ɴ2SIZEit A?ɴ3SGROWit A?ɴ4DEBTit A?ɻi A?ʄt + ೡit      (2) 
ROAit A?ɴ0 A?ɴ1DPOit A?ɴ2SIZEit A?ɴ3SGROWit A?ɴ4DEBTit A?ɻi A?ʄt + ೡit      (3)                
ROAit A?ɴ0 A?ɴ1CCCit A?ɴ2SIZEit A?ɴ3SGROWit A?ɴ4DEBTit A?ɻi A?ʄt + ೡit          (4)                    
Where:  
ɴ 0 - The intercept of equation 
ROA - Return on Assets 
DIO - Days Inventory Outstanding 
DSO - Days Sales Outstanding 
DPO - Days Payable Outstanding 
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CCC - Cash conversion Cycle 
SIZE - natural logarithm on total assets. 
SGROW  W Sales Growth each year 
DEBT  W Debt ratio 
GDPGR  W GDP growth rate  
ೡ - the error term 
3.8 Data Analysis Techniques 
 
In this study, to show the how working capital management and profitability are related in chosen 
firms in the data, two types of data analysis techniques are used:  descriptive and quantitative. 
 
Descriptive Analysis 
Descriptive statistics are used to describe the basic features of the data in a study. They provide 
simple summaries about the sample and the measures. Together with simple graphics analysis, they 
form the basis of virtually every quantitative analysis of data. Here it is used to elaborate the 
different aspects of working capital management which is generally used to predict how well the 
firms manage their working capital. Measure like the mean, median, mode and the standard 
deviation is used to describe the different variables of interest in the study. STATA computer 
software has been used carry out the analysis. 
Quantitative Analysis 
Correlation coefficient is used to investigate the degree of association between the different 
variables including the relationship between cash conversion cycle and profitability of firms. 
Regression analysis is also used to further examine the dependency of the profitability variable on 
the working capital management variables and other chosen control variables. The relationship 
between the variables has been elaborated and then the results of the four chosen industries are 
compared. Again STATA is used to do the quantitative analysis. Random effects model is used. In 
panel data regression analysis mostly two methods are used namely fixed and random effects. The 
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result from the Hausman test predicts which one to choose. The next part of the study would be 
showing the results from all the tests and the reason to choose random effects model.  
Analysis of the data has been conducted using both descriptive and quantitative analysis. This 
portion of the study elaborates the models used for the analysis followed by discussion of the 
results. Before we start with the elaborative discussion of the results the descriptive statistics is 
presented.  
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CHAPTER FOUR: RESULTS AND FINDINGS 
4.1 Descriptive Statistics 
 
Table 1.1 shows the descriptive statistics for all the variables. It shows the number of observations of 
each variable, their mean values and their standard deviation. It also highlights the maximum and 
minimum value of each of the variable. The table presents the statistical data for the sampled 
companies for the years starting from 2009 to 2012. In total the variables have 384 firm year 
observations.  STATA software has been used to summarise the results which includes all the 
industries. 
Table 1: Descriptive Statistics of all the industries 
 
In the summary above the mean value of the profitability measure, in this case being the return on 
assets is -0.77 and the standard deviation is 38.11 This means that the value of profitability can 
deviate from the mean to both sides by 38.11. The maximum value of the net operating profitability 
is 120.67 for a company in a year whereas the minimum value is -275.16.  
The cash conversion cycle is used to represent working capital management and it has an average of 
-79 days and standard deviation is 1995 days. Firms receive payment against sales after an average 
of 130 days and standard deviation is 409 days. The minimum time taken by a company to collect 
cash from receivables is 8 days while the maximum time for this purpose is 6885 days. It takes an 
average of 132 days to sell the inventory with standard deviation of 256 days. Here, maximum time 
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taken by a company is 3783 days, which is a very large time period to convert inventory into sales. 
Firms wait an average 341 days to pay their purchases with standard deviation of 2205 days.  
Since size of the firm highly affects profitability to check the size of the firm and its relationship with 
profitability, natural logarithm of total assets is used as a control variable. The mean value of log of 
total assets is 11.29 while the standard deviation is 2.38.The maximum value of log of sales for a 
company in a year is 17.52 and the minimum is 5.48. 
The percentage of sales growth every year is used as one of the companies on the assumption that 
increase in sales affects profitability in a positive way. On an average a company has an average 
growth of 28.69 and the standard deviation is 133.91. The maximum and the minimum values are     
-92.85 and 2031 respectively. 
The debt ratio has also been used as one of the control variables to check the debt financing and its 
relationship with the profitability. The results of descriptive statistics show that the average debt 
ratio for the UK companies is 13% with a standard deviation of 21%. The maximum debt financing 
used by a company is 190% which is unusual but may be possible if the equity of the company is 
negative. The minimum level of the debt ratio is 0. 
The GDP growth rate for the time span of four years shows an average -0.225 and a standard 
deviation of 2.25, the maximum and minimum values being -4 and 1.8 respectively.  
Table 1.2 shows the average values of the different components of the Cash conversion cycle 
affecting working capital management of all the industries considered in the study.  
Table 2: Industry wise mean Values of CCC and its components 
INDUSTRIES 
  Pharmaceuticals 
Industry (1) 
Food 
Industry (2) 
Chemicals 
Industry (3) 
Electronics 
Industry (4) 
CCC -733.8546 145.045 111.8195 77.80414 
DIO 182.6429 132.381 96.5 120.3716 
DSO 133.6548 58.10714 104.8824 180.8041 
DPO 1050.152 45.44305 89.56281 224.1663 
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With the above values a graph (Figure1) has been plotted to see how the different mean values vary 
in between industries. This highlights the individual CCC for the chosen industries. It also shows 
individually for each industry, the DSO which depicts the average wait of the firms to receive its 
payment for the sales undergone for the sample period. Similarly, DIO shows the average days the 
firms take to sell its inventory. Lastly DPO shows on an average how long the firms of the industry 
wait to pay for their purchases for the same period. Firstly the graph shows that the pharmaceutical 
industry has a negative cash conversion cycle of 733 days. It has been mentioned earlier that a 
negative cash conversion cycle is always favourable and that it means that the industry manages its 
working capital brilliantly. Following the pharmaceutical industry is the electronic, chemical, and 
lastly the food industry. Except for pharmaceutical industry all of them have positive cash conversion 
cycles. As mentioned earlier the second point to note is that the smaller the number for the DSO and 
DIO, the better it is. Whereas for DPO it is the opposite, a longer value is more favourable. The graph 
depicts the pharmaceutical industry has a higher DPO and smaller DSO and DIO whereas the 
chemicals and the food industry has relatively shorter values of DPO. Electronics industry has a DPO 
of 224 days which is a little longer than the food and the chemicals industry. However, the DIO and 
DSO are varying along the same margin to a maximum 182 days for all the industries. Hence, it can 
be seen that the four industries of the manufacturing sector of UK that has been considered have 
very small differences in DIO and DPO values. However, the cash conversion cycle and the DPO value 
of the pharmaceutical industry highly varies compared to the other industries. Moreover, following 
that the electronic industry has favourable values of the cash conversion cycle and DPO. 
Figure 1: Graph of the mean values of the CCC and its components 
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4.2 Study of Correlations 
 
Correlation coefficient explains the relationship between two variables. It shows change in one 
variable because of any change in other variable (Kohler, 1994) 
WĞĂƌƐŽŶ ?Ɛ ĐŽƌƌĞůĂƚŝŽŶ ĂŶĂůǇƐŝƐ ŝƐ ƵƐĞĚ ŝŶ ƚŚŝƐ ƐƚƵĚǇ ƚŽ ĞƐƚĂďůŝƐŚ ƚŚĞ ƌĞůĂƚŝŽŶƐŚŝƉ ďetween variables 
such as those between working capital management and profitability. According to what has been 
discussed earlier, efficient working capital management increases profitability. Hence, a negative 
relationship should be expected between the measures of working capital management and 
profitability variable.  
Table 3:  Correlation Table 
 
There is a negative relationship between profitability measures (return on assets) and the 
components of working capital management. This is consistent with the opinion that the time lag 
between payments for purchases of raw material and the collection of sales of finished goods can be 
too long, and that reducing this time lag increases profitability. The negative relationships between 
average collection period (DSO) and inventory turnover in days (DIO) with the profitability of 
companies are consistent with common findings in empirical literature. 
Table 2 highlights Pearson correlation coefficients for all variables considered. The correlation results 
between the average collection period and return on assets shows a negative coefficient -0.1740. It 
specifies that if the average collection period (DSO) rises, it will have a negative effect on the 
profitability of the firm and it will fall. Hence, it is always advised to have shorter average collection 
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periods. Correlation results between inventory turnover in days and the profit margin also direct the 
similar kind of result. The correlation coefficient is  W 0.1938. This also indicates that if the firm takes 
more time in selling inventory, it will unfavourably affect its profitability. However, correlation 
outcomes of the accounts payable period should indicate a positive coefficient. A positive relation 
for accounts payable period means that if the company faces interruptions in payment to its 
suppliers and it gets delayed it can use the reserves to produce more sales hence escalating its profit 
base. But in the results it is seen to be opposite. In this model the value of -0.1915 has a negative 
coefficient. Hence, it is not consistent with the results already found and it can be said that the 
companies should try and increase this average payment period so that more cash in hand is 
available which would affect profitability positively.  
The cash conversion cycle which is an all-inclusive measure of working capital management has a 
positive coefficient of 0.1510. It is known that if the firm is able to decrease its cash conversion cycle, 
it can increase its profitability. By studying the results we close that if the firm is able to reduce these 
time periods, then the firm is efficient in managing working capital. This effectiveness will lead to 
enhancing its profitability.  But here the cash conversion cycle showing a positive coefficient displays 
that the industries can still do more to efficiently utilize its working capital to in return increase 
profitability.  
There is a positive association that exists between ROA and logarithm of total assets (a measure of 
Size). The coefficient is positive 0.4550. It clearly shows that as size of the firm increases, it will 
increase its profitability.  
The correlation coefficients also display a negative relationship between the average collection 
period and cash conversion cycle; the correlation coefficient is -0.2819. However, it is favourable if it 
was positive. A positive value would mean that if a firm takes more time to collect cash against the 
credit sales it will increase its operating or cash conversion cycle. The relationship between inventory 
turnover in days and the cash conversion cycle should also be positive implicating that if the 
company takes more time to sell inventory then the CCC will also increase. The correlation 
coefficient here in this study is again negative with the value -0.1449.   
The next graph (Figure 2) is plotted to show the individual correlation values between the working 
capital management measure (CCC) and the profitability measure (ROA) of each industry. Tohe 
graph elaborates how these two variables are correlated to each other. The individual correlation 
figures are calculated using the function CORREL in Microsoft Excel. The correlation matrices of each 
industry are included in Appendix 5. This graph clearly states that only the food industry shows a 
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negative correlation between the CCC and ROA, which is consistent with the results of other studies. 
This shows that a negative CCC affects the profitability of the firm positively. The other three 
industries show a positive correlation revealing that the management of the companies have to 
work hard on their working capital policies to effectively manage their working capital and enhance 
their profit margin. This difference in the results between the prior studies and this study may be 
because this study covers only 4 industries of the manufacturing sector of UK over a period of only 
four years. The results usually tend to get clearer and precise with the increase in data. Many 
companies got excluded for the lack of enough data to calculate the ratios. 
Figure 2: Industry wise Correlation Graph 
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coefficients from each model and then a Hausman test was performed. The Hausman test results 
showed a p value of more than 0.05 at 95% confidence level and according to the rule; in such a case 
it is favourable to use the random effects model. It means that the unobserved heterogeneity in the 
data is uncorrelated with the repressors. This finding means that the random effects is considered to 
be the most consistent and efficient model. The results reported below are based on random effects 
panel data regression analysis. The regression analysis results have been explained below, taking 
each independent variable and identifying its effect on the profitability of the firms of each industry. 
4.3.1 Firm profitability and Number of days inventory (DIO) 
 
Table 3 reveals the coefficients of the independent variable DIO used in the regression equation 1 
mentioned earlier in the study. The figures in parenthesis are the p-values which denote the 
significance level. Random effects model has been used to carry out the regression analysis with a 
95% confidence level. The same equation has been run for each industry and the values have been 
combined in the table so that comparison becomes easy. However the screenshots showing all the 
results from the tests carried in STATA has been included in the Appendix 6. 
Table 4: Test results from Equation 1 
Coefficients and p-values of regression analysis derived from equation 1: Relationship between 
return on asƐĞƚƐĂŶĚŶƵŵďĞƌŽĨĚĂǇ ?ƐŝŶǀĞŶƚŽƌǇ ?/K ) ? 
ROA effect on the 
independent 
variable 
DIO Size Sales Growth     Debt GDPGR 
 
Pharmaceutical 
Industry 
-.0218819 
(0.120) 
4.412705 
(0.001) 
.0407499 
(0.111) 
-.9837206 
(0.920) 
1.453172 
(0.343) 
Food  
Industry 
-.009207 
(0.000) 
2.117762 
(0.000) 
-.0007445 
(0.990) 
-21.38731 
(0.059) 
-.105715 
(0.823) 
Chemicals  
Industry 
-.0585528 
(0.195) 
10.59814 
(0.000) 
-.0469835 
(0.520) 
-19.42963 
(0.221) 
2.041433 
(0.146) 
Electronic 
Industry 
-.0741727 
(0.000) 
13.54995 
(0.000) 
-.0119826 
(0.501) 
-73.83955 
(0.072) 
-1.101846 
(0.457) 
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Regression results reveal that there is a negative relationship between Leverage and Inventory with 
dependent variable, that is, returns on assets. Growth and size of the firm are considered important 
indicators of its corporate performance and are usually seen to be positively correlated with 
profitability. It can been seen that except for the electrical industry which shows a negative relation 
between return on assets and the sales growth all the other industries are consistent to the normal 
expected positive relationship. The higher the growth and size the greater the profitability and of the 
company. This shows that the food industry, chemicals industry and the electronic industry has 
many companies where the sales growth indicator is negatively correlated with profitability, which is 
in contrary to numerous findings on such variables and also to the theory of corporate finance. The 
regression coefficient of days of inventory outstanding (DIO) was found to be negative which implies 
that an increase in the number of days inventory by one day is associated with a decrease in 
profitability (measured by return on assets) by x per cent (for example for the food industry it shows 
that an increase in the number of days of inventory is related to the decrease in the profitability by 
0.009 %). As per corporate finance theory, the fewer the number of days of inventory holding, the 
higher will be the profitability of the concern ? dŚŝƐ ŝŵƉůŝĞƐ ƚŚĂƚ ƚŚĞ Ĩŝƌŵ ?Ɛ ƉƌŽĨŝƚĂďŝůŝƚǇ ĐĂŶ ďĞ
increased by reducing the number of days of inventory held in the firm. However, 95% confidence 
level only the electronic industry and the food industry shows a high significance level of 0.000 
which means the days of inventory holding highly influences the profitability of the firm. At 95% 
confidence level when the p value is less than 0.05, it is predicted to be highly significant. The 
pharmaceutical industry and the chemicals industry also indicate a negative correlation but do not 
affect the profitability significantly as there p-values are more than 0.05. This strange situation may 
be because; the study has data for a time span of four years only and usually the more the data the 
better results it would predict. The results of the studies conducted by Garcia-Teruel and Martinez-
Solano (2007), Raheman and Nasr (2007), Padachi (2006), Deloof (2003) has always shown a 
negative relationship in their respective analysis of the relationship between profitability and 
number of days of inventory with significant levels. The results from this study are contrary to the 
findings of previous literature. The GDP growth rate is also used as one of the control variables as a 
proxy to the economic scenario. It is usually expected to have a positive association with the 
profitability of the firms. The profitability should increase with the GDP rate of the economy. 
However it is seen in the results that the pharmaceutical and the chemicals industry show the 
normal expected positive correlation, but the food and the electronic industry shows a negative 
relation. However, none of the industries show significant values predicting that the GDP rate is not 
strongly affecting the profitability of firms.  
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4.3.2 Firm Profitability and Number of Days Accounts Receivables (DSO) 
 
Table 4 summarizes the results of the regression analysis on equation 2 for each industry included in 
the study for the period 2009 to 2012. It tries to explain the relationship between the independent 
variable DSO (number of days accounts receivables) with the dependent variable (the profitability 
measure: return on assets). The table again shows the coefficients and p-value of each variable of 
the regression analysis. The random effects model was used to carry the analysis and the 
screenshots of the tests for each industry are included in the Appendix 7. 
Table 5: Test results from equation 2 
Coefficients and p-value of regression analysis derived from equation 2: Relationship between return 
ŽŶĂƐƐĞƚƐĂŶĚŶƵŵďĞƌŽĨĚĂǇ ?ƐĂĐĐŽƵŶƚƐƌĞĐĞŝǀĂďůĞ ?^K ) ? 
 
According to the results above, all the industries show a negative relationship between profitability 
and number of days of accounts receivables. In corporate finance, theory mentioned in the books 
say that the lesser the number of days of accounts receivable, more it will add to the profitability of 
the organisation. With the negative correlation, the significance level also needs to be brought into 
notice which is denoted by the p-value. It is seen that this time the pharmaceutical industry and the 
chemicals industry show that DSO significantly affects profitability of the firms. This is exactly 
ROA effect on the 
independent 
variable 
DSO Size Sales Growth    Debt GDPGR 
Pharmaceutical 
Industry 
-.0844955 
(0.000) 
2.754378 
(0.024) 
.0414495 
(0.060) 
-10.25154 
(0.232) 
.9740635 
(0.462) 
Food  
Industry 
-.0508217 
(0.084) 
2.067851 
(0.000) 
.0108402 
(0.864) 
-18.46968 
(0.128) 
.172368 
(0.728) 
Chemicals  
Industry 
-.2005878 
(0.000) 
5.80314 
(0.000) 
-.0893883 
(0.129) 
-25.49819 
(0.041) 
1.921486 
(0.088) 
Electronic 
Industry 
-.0067733 
(0.214) 
14.96695 
(0.000) 
-.0093794 
(0.614) 
-77.52565 
(0.071) 
-1.27801 
(0.409) 
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opposite from what the study showed when the DIO was compared to the profitability of the firms 
in Table 3. There it highlighted significant levels for the food and the electronics industry, whereas 
when the relation of DSO with profitability is compared the other two industries predict significant 
levels. Though the relationship for all the industries are negative, but looking at the p-value of 
number of days of accounts receivables (AR) for the food and the electrical industry contradicts the 
theory of efficient management of working capital. The findings of the study considerably differ from 
those conducted by Deloof (2003), Raheman and Nasr (2007) and Lazaridis and Tryfonidis (2006) 
because they have always concluded that all the components of working capital management have a 
significant effect on profitability. This discloses that in the UK companies included in the study, 
managers can improve profitability by increasing the credit period granted to their customers. 
Leverage displays a negative association with the dependent variable (ROA), which concludes that 
when leverage of the business entity rises; it will unpleasantly affect the performance of the 
company, which is contrary to the theoretical framework. Size again shows a significant positive 
relation which means the size of the company highly affects profitability of the firm. Sales growth 
variable again shows a negative relation for the chemicals and the electrical industry. However for 
the other two variables though the relation is positive, it does not display significant values. In 
normal course it is assumed that the growth in the sales affects the profit margin of the company 
positively. When it comes to the last control variable, a little different results can be seen as 
compared to the equation 1. Though the values do not show a significant relation between the 
variable and the profitability measure, this time the food industry also shows a positive relation, 
though electronic industry concludes similar results as earlier.   
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4.3.4 Firm Profitability and Number of Days Accounts Payables (DPO) 
 
Table 5 similarly reveals a comparative study between all the industries on the third independent 
variable number of days accounts payable (DPO), its effect on profitability depicted by equation 3 
mentioned earlier in the study. The test results of STATA for this equation are clearly seen in 
Appendix 8. 
Table 6: Test results from Equation 3 
Coefficients and p-value of regression analysis derived from equation 3: Relationship between return 
on assets and number of days accounts payable (DPO). 
 
tŚŝůĞ ƌƵŶŶŝŶŐ ƚŚĞ ƚĞƐƚƐ ďĂƐĞĚ ŽŶ ĞƋƵĂƚŝŽŶ  ? ? ƚŚĞ ŶƵŵďĞƌŽĨ ĚĂǇ ?Ɛ ĂĐĐŽƵŶƚƐ ƌĞĐĞŝǀĂďůĞƐ ŝƐ ũƵƐƚ
ƌĞƉůĂĐĞĚ ďǇ ŶƵŵďĞƌ ŽĨ ĚĂǇ ?Ɛ ĂĐĐŽƵŶƚƐ ƉĂǇĂďůĞ ? dŚĞ Ĩŝƌŵ ?ƐĐĂƉĂĐŝƚǇ ƚŽ ŽĨ ƌĞŐƵůĂƌ ƉĂǇŵĞŶƚ ƚŽ ŝƚƐ
creditors and suppliers against its purchases completely depends on the profitability margin. The 
more profitable the firm the more early it can make its payments and clear off its bills. The 
regression results for all the industries show an adverse relationship between number of days of 
accounts payables (DPO) and the corporate performance as measured by return on assets. The 
coefficient for days of accounts payables is negative and confirms the negative correlation between 
profitability and number of days of accounts payable. The p-value of the pharmaceutical industry, 
the food industry and the chemicals industry being less that 0.05 clearly depicts a very strong 
ROA effect on the 
independent 
variable 
DPO Size Sales Growth    Debt GDPGR 
Pharmaceutical 
Industry 
-.0026942 
(0.001) 
3.484771 
(0.008) 
.0417998 
(0.083) 
-4.967068 
(0.592) 
.6855677 
( 0.639) 
Food  
Industry 
-.067349 
(0.024) 
2.325012 
(0.000) 
-.0094325 
(0.878) 
-19.56984   
( 0.100) 
-.0410192 
(0.934) 
Chemicals  
Industry 
-.1122577 
(0.000) 
7.546441 
(0.000) 
.0199104 
( 0.756) 
-13.57643 
( 0.311) 
1.888734 
(0.126) 
Electronic 
Industry 
-.0035916 
(0.183) 
14.92848 
(0.000) 
-.0089028 
(0.631) 
-78.00216 
(0.069) 
-1.27045 
( 0.412) 
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relation between DPO and the profitability of the firm. It is known that the longer the DPO, the 
better it is for the company to clear its outstanding payments and hence increases profitability. But 
Deloof (2003) defends similar results by arguing that less profitable firms have a tendency to delay 
payments. When profitability decreases, less cash is generated from business activities and 
companies are able to survive by delaying payment to creditors (Padachi, 2006). The results make 
economic sense since the longer the payment period used by the firm, more amounts of fund can be 
reserved and used for other operations in order to carry on its operations and earn sound profits. 
The negative correlation of the industries reported from the results is consistent with prior studies. 
Exception being electronic industry which does show a negative relation but the significance level 
(0.183) is not less than 0.05 and hence cannot be considered. Amongst the control variables the size 
variable shows similar output showing a positive relation with profitability. The p-value display 
strong association of the size variable with the independent variable. Regarding the sales growth 
variable the pharmaceutical industry and the chemicals industry show a normal positive correlation 
and the rest goes against the theoretical framework. However none highlight significant p-value; 
hence the correlation does not carry that much importance. This may be because of the constraint in 
the data. The panel data regression analysis tends to respond better with more data. Consistently in 
all the industries the debt variable again displays a negative association with the dependent variable 
(ROA), which concludes that when leverage of the business entity rises; it will unpleasantly affect the 
performance of the company, which is contradicts the theoretical framework. GDP growth rate 
variable predicts the similar results as above with no significant values affecting profitability of firms 
and electronic and food industry again showing a negative correlation. 
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4.3.5 Firm Profitability and Cash Conversion Cycle (CCC) 
 
Table 6 shows a comparative analysis between the industries on the relationship of the most 
comprehensive measure of working capital management i.e. the cash conversion cycle and the 
profitability measure i.e. the return on assets. Appendix 9 shows the results of the tests carried on 
STATA for each industry separately. 
Table 7: Test Results from Equation 4 
Coefficients and p-value of regression analysis derived from equation 4: Relationship between return 
on assets and the cash conversion cycle (CCC). 
 
The collective effect of all the three independent variables explained by the help of equations (1), (2) 
and (3) was investigated using the relationship between profitability and cash conversion cycle. The 
coefficient value of the pharmaceutical industry and the electronic industry are found to show 
positive signs with values 0.0027 and 0.0021 respectively, out of which the former industry 
concludes a strong positive relation between the CCC and profitability with very high p value of 
0.001. This infers that diminishing the cash conversion cycle will tend to reduce the profits of the 
company, which in reality is completely opposite to the theory that states a lower CCC will increase 
the profitability of the firm. In theory, shortening of cash conversion cycle enhances the profitability 
of the business entity whereas longer cash conversion cycle adversely affects the profitability of the 
ROA effect on the 
independent 
variable 
CCC Size Sales Growth Debt GDPGR 
Pharmaceutical 
Industry 
.0027448 
(0.001) 
3.546262 
(0.007) 
.0416855 
(0.086) 
-4.922168 
(0.598) 
.6752529 
(0.646) 
Food  
Industry 
-.0099413 
(0.000) 
2.061999 
(0.000) 
.0034086 
(0.954) 
-21.13015 
(0.061) 
-.095462 
(0.839) 
Chemicals  
Industry 
-.0059659 
(0.816) 
10.67753 
(0.000) 
-.0331571 
(0.668) 
-14.13813 
(0.374) 
2.31283 
(0.100) 
Electronic 
Industry 
.0020642 
(0.676 ) 
15.09597 
(0.000) 
-.0075071 
(0.687 ) 
-80.44334 
(0.062) 
-1.344955 
(0.387) 
      
49 
 
company. Consistent to this theory the food industry gives the best results compared to all the other 
industries where the cash conversion cycle has a strong negative correlation with the profitability 
measure of the study i.e. the return on assets. The p value (0.000) predicts a strong correlation. The 
chemicals industry also predicts that reducing the CCC will increase the profit margin; however the 
results are not significant at given level of significance with p-value (0.816). But in case of UK firms 
from the pharmaceutical and electronic industry, regression results contradict portraying that longer 
the duration of CCC, more profitable the firms will be. Amongst the control variables, the size 
variable show consistent positive correlation with the profitability of the company with very strong 
p-value for all the industries. However the debt variable for all the industries again shows a negative 
correlation contradicting the theory of corporate finance. The growth in sales variable similarly 
depicts a negative correlation for the chemicals industry and the electronics industry and vice versa 
for the other two industries. The GDP growth rate variable again shows mixed results being positive 
correlation for the pharmaceutical and chemicals industry and negative for the rest. Again the 
results are not significant at the given level of significance. The results of two of the industries 
chosen for this study differ from that of Deloof (2003) which establishes a negative relationship 
between cash conversion cycle and profitability of the firm. Further negative relationship is 
evidenced by Raheman and Nasr (2007), Lazaridis and Tryfonidis (2006) and Zariyawati et. al. . 
(2009). It reveals  that the increase or decrease in the cash conversion period, considerably affects 
profitability of the firm. The overall results for the pharmaceutical and the electronic industry does 
portray that UK firms in these industries imply that diminishing the cash conversion cycle negatively 
affects the profit margin of the firms, but statistically the value of the electronic industry is not 
significant because the p value is not significant. 
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CHAPTER FIVE: CONCLUSION 
 
5.1 Discussion of Findings 
 
As mentioned earlier, efficient management of working capital is a very important aspect for any 
ďƵƐŝŶĞƐƐĞŶƚŝƚǇďĞĐĂƵƐĞŝƚŝƐĂǀŝƚĂůƉĂƌƚŽĨĂŶǇĐŽŵƉĂŶǇ ?ƐĨŝŶĂŶĐŝĂůĚĞĐŝƐŝŽŶƐ ?/ĨƚŚĞǁŽƌŬŝŶŐĐĂƉŝƚĂůŽĨ
the company is not managed properly and more than required funds are allocated, then it will make 
management inefficient and lead to decreasing the benefits of short term investments. On the other 
hand, allocating low working capital may make the firm loose on a lot of profitable investment 
opportunities or suffer from short-term liquidity crisis. This would degrade the company ?Ɛ credit and 
the firm would not be able to meet its short-term capital requirements.  
Most researchers have found a negative relationship between number of days of inventories (DIO) 
and profitability. The results in this study also predict the same. However for the food and the 
chemicals industry the values derived imply a strong one. Garcia-Teruel and Martinez-Solano (2007) 
states that there is a negative relationship because less profitable firms tend to keep their stocks low 
in times of falling sales and as a consequence the profit declines. A negative relationship between 
corporate performance and number of days in inventory (DIO) imply that when there is a sudden 
drop in sales and a mismanagement in inventory is followed, then it will lead to tying up of excess 
capital at the expense of profitable operations (Saghir et. al. ., 2011). Proper management of the 
inventory turnover and coming up with new techniques to reduce the gap will help to enhance 
profitability. 
All the industries in this study show a negative relationship between accounts receivable (DSO) and 
profitability measured by the ROA. This indicates a low profitability with the increase in the time 
span for retrieving payments. Gill et. al.  (2011) and Lazaridis et. al.  (2006) in their findings state that 
firms decrease the accounts receivables which in turn help to reduce the cash gap in the cash 
conversion cycle. Consistent with findings Deloof (2003), Karaduman et. al.  (2004), Mathuva (2009) 
and Padachi (2006), this study also shows a significant negative relationship for the pharmaceutical 
and electronic industry. Managers should try to reduce the average collection period (DSO) and 
increase the profitability for the firms to create better value for the shareholders with proper 
management of accounts receivable and appropriate policies of collection.  
The third component of the cash conversion cycle is the accounts payable (DPO) that also shows a 
negative relationship with the profitability of the firms consistent to many studies like Deloof (2003), 
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Padachi (2006), Enqvist et. al.  (2009) and Lazaridis and Tryfonidis (2006). Sharma and Kumar (2011) 
highlighted in their findings that this negative relationship states that days to pay bills to suppliers 
depends on the profitability of the firm. The less the profit margin the more would the firm wait to 
clear off its payments. The results of this study are similar because all the industries show a negative 
relationship.  
The food industry reveals a very strong negative relationship between the profitability measure i.e. 
the return on assets and the working capital management efficiency measure, the cash conversion 
cycle. This indicates that lowering the cash conversion cycle of the firm would increase the operating 
profitability of the firm. Over the years the researchers have always derived a negative relationship. 
According to the results we can see that the food industry manages their working capital brilliantly. 
Even in the study of correlations, this was the only industry which highlighted a negative correlation 
between the CCC and profitability of the firm. The chemical industry also shows a negative 
correlation but at the given significance level, the p value is not significant. The other industries 
show a positive correlation which contradicts the theory of corporate finance. In the recent years 
some researchers like Sharma and Kumar (2011) and Gill et. al.  (2010) have developed a positive 
relationship. A positive relation means than an increase in CCC will increase profitability, and vice 
versa. One of the reasons for such a result may be that the companies have higher level of accounts 
receivables due to generous trade credit policy, which would lead to a longer cash conversion cycle. 
The longer CCC in such a case would tend to increase profitability (Zariyawati et. al. ., 2009).  
5.2 Limitations of the study 
 
This study wished to analyze a part of the manufacturing industries of the London Stock Exchange 
(LSE). There are many industries, but in this study only four industries are considered. Studying all 
the industries of the sector may give more appropriate results. The independent variables included 
in this paper are only related to profitability and working capital. After considering this, there still 
remain many other factors that directly or indirectly affect the profitability of the firms. Taking more 
factors into account may increase the quality of the research. The time period of four years was also 
a major constraint of the study. Increasing the time span could have given better results. 
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APPENDIX  
Pharmaceutical Industry:  Ratios calculated for each company  
 
Company Name: ALLIANCE PHARMA PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) 13.93 19.93 15.51 13.19 
Days Inventory Outstanding (DIO)  74 71 88 103 
Days Sales Outstanding (DSO)  79 61 70 74 
Days Payable Outstanding (DPO)  59.55145 51.89031 42.97003 19.61138 
Cash Conversion Cycle (CCC) 93.44855 80.10969 115.03 157.3886 
Size (SIZE) 10.947292 11.25672 11.31796 11.51917 
Growth in sales (SGROW) 43.572184 59.68563 -7.86672 -2.3065 
Debt to equity ratio (DEBT) 0.4637676 0.256105 0.239227 0.200992 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: ANIMALCARE GROUP PLC     
  2009 2010 2011 2012 
Return on Assets (ROA) 6.17 -4.54 13.79 10.6 
Days Inventory Outstanding 
(DIO)  95 81 112 105 
Days Sales Outstanding (DSO)  47 51 74 46 
Days Payable Outstanding 
(DPO)  68.46842 63.31288 84.05352 63.28598 
Cash Conversion Cycle (CCC) 73.53158 68.68712 101.9465 87.71402 
Size (SIZE) 10.14105 10.04681 9.840761 9.880424 
Growth in sales (SGROW) 50.04679 12.94364 -40.6405 -8.1945 
Debt to equity ratio (DEBT) 0.180302 0.154796 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: ANPARIO PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) 11.45 9.02 10.83 13.07 
Days Inventory Outstanding 
(DIO)  41 29 32 33 
Days Sales Outstanding (DSO)  106 83 89 85 
Days Payable Outstanding 
(DPO)  98.04985 70.00758 71.49925 71.34516 
Cash Conversion Cycle (CCC) 48.95015 41.99242 49.50075 46.65484 
Size (SIZE) 9.833709 9.885374 9.897721 10.09324 
Growth in sales (SGROW) 101.8239 96.85075 -10.9761 22.45546 
Debt to equity ratio (DEBT) 0.001608 0.000153 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: ARK THERAPEUTICS       
  2009 2010 2011 2012 
Return on Assets (ROA) -43.05 -57.92 -18.79 -128.03 
Days Inventory Outstanding 
(DIO)  159 258 104 109 
Days Sales Outstanding (DSO)  340 1045 68 187 
Days Payable Outstanding (DPO)  1826.576 3977.657 2782.23 1489.063 
Cash Conversion Cycle (CCC) -1327.58 -2674.66 -2610.23 -1193.06 
Size (SIZE) 10.63371 10.09947 9.91096 8.649799 
Growth in sales (SGROW) 219.0527 -74.4602 841.7437 -74.4985 
Debt to equity ratio (DEBT) 0.016333 0.023222 0.008734 0.051498 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: ASTRAZENECA PLC            
  2009 2010 2011 2012 
Return on Assets (ROA) 25.92 25.93 30.38 19.78 
Days Inventory Outstanding 
(DIO)  138 127 140 188 
Days Sales Outstanding (DSO)  108 109 106 107 
Days Payable Outstanding (DPO)  256.284 169.0095 175.023 220.7292 
Cash Conversion Cycle (CCC) -10.284 66.99048 70.977 74.27076 
Size (SIZE) 17.31793 17.38328 17.31346 17.28872 
Growth in sales (SGROW) 21.68162 0.537783 -0.53183 -15.8698 
Debt to equity ratio (DEBT) 0.170377 0.166453 0.142996 0.179482 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: BIOVENTIX          
  2009 2010 2011 2012 
Return on Assets (ROA) 46.2 26.33 35.08 41.13 
Days Inventory Outstanding (DIO)  307 255 154 178 
Days Sales Outstanding (DSO)  21 23 27 22 
Days Payable Outstanding (DPO)  74.23729 68.13333 40.13089 44.48438 
Cash Conversion Cycle (CCC) 253.7627 209.8667 140.8691 155.5156 
Size (SIZE) 7.774436 7.842671 7.96137 8.175548 
Growth in sales (SGROW) 65.13026 -4.24757 25.09506 20.77001 
Debt to equity ratio (DEBT) 0.445565 0.471143 0.322524 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: BTG PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) -9.63 5.29 3.04 3.64 
Days Inventory Outstanding 
(DIO)  58 122 180 153 
Days Sales Outstanding (DSO)  71 75 64 42 
Days Payable Outstanding 
(DPO)  71.79429 98.55 94.9 52.03815 
Cash Conversion Cycle (CCC) 57.20571 98.45 149.1 142.9618 
Size (SIZE) 12.7029 12.64562 13.09725 13.13192 
Growth in sales (SGROW) 13.06667 16.15566 13.09645 76.84022 
Debt to equity ratio (DEBT) 0.003955 0.001933 0.006358 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: CATHAY INTERNATIONAL     
  2009 2010 2011 2012 
Return on Assets (ROA) 0.17 1.01 0.89 -2.04 
Days Inventory Outstanding 
(DIO)  104 120 146 133 
Days Sales Outstanding (DSO)  155 159 220 192 
Days Payable Outstanding 
(DPO)  85.02268 74.18062 82.60519 112.9351 
Cash Conversion Cycle (CCC) 173.9773 204.8194 283.3948 212.0649 
Size (SIZE) 12.05148 12.25529 12.40916 12.39162 
Growth in sales (SGROW) 33.69861 12.06133 7.33482 20.82475 
Debt to equity ratio (DEBT) 0.213828 0.16422 0.024066 0.13346 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: DECHRA PHARMA             
  2009 2010 2011 2012 
Return on Assets (ROA) 12.01 12.65 11.91 6.34 
Days Inventory Outstanding 
(DIO)  44 42 46 55 
Days Sales Outstanding (DSO)  48 47 54 58 
Days Payable Outstanding 
(DPO)  67.82152 67.13047 72.9644 71.17903 
Cash Conversion Cycle (CCC) 24.17848 21.86953 27.0356 41.82097 
Size (SIZE) 12.22427 12.23333 12.50754 12.91021 
Growth in sales (SGROW) 14.97942 5.544856 5.378903 9.455422 
Debt to equity ratio (DEBT) 0.113324 0.086422 0.207439 0.281998 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: ECO  ANIMAL           
  2009 2010 2011 2012 
Return on Assets (ROA) 1.17 2.41 2.79 3.83 
Days Inventory Outstanding 
(DIO)  180 152 117 96 
Days Sales Outstanding (DSO)  157 148 130 132 
Days Payable Outstanding (DPO)  112.0527 80.44436 87.88772 107.5566 
Cash Conversion Cycle (CCC) 224.9473 219.5556 159.1123 120.4434 
Size (SIZE) 10.90445 11.06797 11.0765 11.15659 
Growth in sales (SGROW) 17.37759 12.5252 24.39361 4.594135 
Debt to equity ratio (DEBT) 0.016704 0.062089 0.00082 0.064164 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: GENUS PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) 7.5 9.31 9.26 11.67 
Days Inventory Outstanding 
(DIO)  156 205 194 170 
Days Sales Outstanding (DSO)  68 72 72 68 
Days Payable Outstanding 
(DPO)  41.19983 41.215 39.08567 37.00584 
Cash Conversion Cycle (CCC) 182.8002 235.785 226.9143 200.9942 
Size (SIZE) 13.08943 13.17096 13.17268 13.24476 
Growth in sales (SGROW) 213.4763 201.7475 208.6225 210.2936 
Debt to equity ratio (DEBT) 0.217445 0.18213 0.154622 0.116617 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: GLAXOSMITHKLINE          
  2009 2010 2011 2012 
Return on Assets (ROA) 23.67 8.01 23.68 20.84 
Days Inventory Outstanding 
(DIO)  252 245 231 223 
Days Sales Outstanding (DSO)  79 76 73 72 
Days Payable Outstanding 
(DPO)  93.1704 123.878 141.2545 149.1576 
Cash Conversion Cycle (CCC) 237.8296 197.122 162.7455 145.8424 
Size (SIZE) 17.51652 17.49595 17.45916 17.48138 
Growth in sales (SGROW) 16.49146 0.084602 -3.53973 -3.49071 
Debt to equity ratio (DEBT) 0.365195 0.373361 0.319191 0.375313 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company name: GW  PHARMACEUTICALS      
  2009 2010 2011 2012 
Return on Assets (ROA) 59.63 47.63 18.12 11.32 
Days Inventory Outstanding 
(DIO)  180 370 259 190 
Days Sales Outstanding (DSO)  21 8 16 12 
Days Payable Outstanding 
(DPO)  926.5253 1041.585 430.3381 13893.62 
Cash Conversion Cycle (CCC) -725.525 -663.585 -155.338 -13691.6 
Size (SIZE) 10.28844 10.43388 10.57393 10.66714 
Growth in sales (SGROW) 104.8667 27.17549 -3.41961 11.78992 
Debt to equity ratio (DEBT) 0.001531 0.000177 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: HIKMA PHARMACEUTICAL      
  2009 2010 2011 2012 
Return on Assets (ROA) 9.59 11.87 7.99 9.41 
Days Inventory Outstanding 
(DIO)  197 183 167 166 
Days Sales Outstanding (DSO)  115 102 110 100 
Days Payable Outstanding 
(DPO)  62.17765 70.65353 68.76964 67.75541 
Cash Conversion Cycle (CCC) 249.8223 214.3465 208.2304 198.2446 
Size (SIZE) 13.33978 13.45292 13.80696 13.85075 
Growth in sales (SGROW) 28.5702 16.63212 20.69597 22.01218 
Debt to equity ratio (DEBT) 0.122313 0.078176 0.235799 0.230582 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company name: PROTEOME SCIENCES        
  2009 2010 2011 2012 
Return on Assets (ROA) -122.35 60.38 -32.21 -51.37 
Days Inventory Outstanding 
(DIO)  199 658 1797 527 
Days Sales Outstanding (DSO)  95 10 156 266 
Days Payable Outstanding 
(DPO)  1042.857 4343.5 7422.837 960 
Cash Conversion Cycle (CCC) -748.857 -3675.5 -5469.84 -167 
Size (SIZE) 8.732305 9.654834 9.297435 8.846497 
Growth in sales (SGROW) 53.82803 655.513 -89.6524 12.9285 
Debt to equity ratio (DEBT) 1.901129 0.40604 0.598167 0.96777 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: SHIRE PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) 18.67 19.01 22.09 16.88 
Days Inventory Outstanding 
(DIO)  228 190 207 231 
Days Sales Outstanding (DSO)  67 72 74 74 
Days Payable Outstanding 
(DPO)  121.7455 133.3674 170.6425 139.9161 
Cash Conversion Cycle (CCC) 173.2545 128.6326 110.3575 165.0839 
Size (SIZE) 14.84846 15.03418 15.22068 15.31323 
Growth in sales (SGROW) 16.65687 17.00305 18.3155 10.92688 
Debt to equity ratio (DEBT) 0.251977 0.209941 0 0.151292 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: SINCLAIR IS             
  2009 2010 2011 2012 
Return on Assets (ROA) -4 -20.95 -10.11 -8.95 
Days Inventory Outstanding 
(DIO)  142 155 190 150 
Days Sales Outstanding (DSO)  142 118 128 135 
Days Payable Outstanding 
(DPO)  235.5599 208.4475 194.1673 164.4974 
Cash Conversion Cycle (CCC) 48.44007 64.55248 123.8327 120.5026 
Size (SIZE) 11.36644 11.44675 11.98999 11.96826 
Growth in sales (SGROW) 0.429355 -9.14233 19.07123 56.31821 
Debt to equity ratio (DEBT) 0.05328 0.027277 0.044355 0.063322 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: SKYEPHARMA PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) 20.48 35.76 25.53 23.27 
Days Inventory Outstanding 
(DIO)  43 41 19 65 
Days Sales Outstanding (DSO)  66 41 31 39 
Days Payable Outstanding 
(DPO)  146 109.5 93.09343 206.0484 
Cash Conversion Cycle (CCC) -37 -27.5 -43.0934 -102.048 
Size (SIZE) 11.33499 11.33857 11.10195 11.19134 
Growth in sales (SGROW) -10.1286 3.935599 -4.99139 -9.60145 
Debt to equity ratio (DEBT) 1.442055 1.190476 1.426848 1.2 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: SOURCE BIOSCIENCE         
  2009 2010 2011 2012 
Return on Assets (ROA) 1.77 0.66 -17.34 20.51 
Days Inventory Outstanding (DIO)  28 33 35 32 
Days Sales Outstanding (DSO)  55 54 56 53 
Days Payable Outstanding (DPO)  126.193182 132.2687 95.40274 71.02613 
Cash Conversion Cycle (CCC) -43.193182 -45.2687 -4.40274 13.97387 
Size (SIZE) 9.90976779 9.881651 9.85477 9.903738 
Growth in sales (SGROW) 10.546875 5.904986 12.6418 8.155608 
Debt to equity ratio (DEBT) 4.9687E-05 0.015433 0.141162 0.115771 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company name: VALIRX PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) -122.79 9.59 -29.05 -45.75 
Days Inventory Outstanding 
(DIO)  963 172 191 -533 
Days Sales Outstanding (DSO)  1267 931 413 488 
Days Payable Outstanding 
(DPO)  36317.5 3796 1838.519 -3855.31 
Cash Conversion Cycle (CCC) -34087.5 -2693 -1234.52 3810.313 
Size (SIZE) 7.418181 7.824446 8.426393 8.575085 
Growth in sales (SGROW) -6.45161 510.3448 157.0621 -52.5275 
Debt to equity ratio (DEBT) 0.027611 0.005998 0 0.003775 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: VERNALIS PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) -21.24 -56.23 -27.85 -9.58 
Days Inventory Outstanding 
(DIO)  136 121 611 594 
Days Sales Outstanding (DSO)  125 125 163 139 
Days Payable Outstanding (DPO)  436.3855 167.6351 1383.395 1557.543 
Cash Conversion Cycle (CCC) -175.386 78.36492 -609.395 -824.543 
Size (SIZE) 10.79798 10.67706 10.50939 11.46717 
Growth in sales (SGROW) 27.38748 9.048314 -14.3481 20.19737 
Debt to equity ratio (DEBT) 0.288009 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
Food Industry:  Ratios calculated for each company  
 
Company Name: AGRITERRA LTD         
  2009 2010 2011 2012 
Return on Assets (ROA) -22.58 -23.48 -11.91 -18.1 
Days Inventory Outstanding 
(DIO)  3783 211 151 169 
Days Sales Outstanding (DSO)  54 51 39 76 
Days Payable Outstanding 
(DPO)  311.0211 5.163273 10.29277 8.727625 
Cash Conversion Cycle (CCC) 3525.979 256.8367 179.7072 236.2724 
Size (SIZE) 9.684149 9.409601 9.719084 10.25407 
Growth in sales (SGROW) 18 70.84746 57.86436 -0.73126 
Debt to equity ratio (DEBT) 0.002491 0.002622 0 0.001409 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: ANGLO-EASTERN PLANTS       
  2009 2010 2011 2012 
Return on Assets (ROA) 14.74 14.55 14 9.76 
Days Inventory Outstanding (DIO)  18 17 20 21 
Days Sales Outstanding (DSO)  15 17 14 17 
Days Payable Outstanding (DPO)  8.458074 12.24641 15.87627 17.57619 
Cash Conversion Cycle (CCC) 24.54193 21.75359 18.12373 20.42381 
Size (SIZE) 12.21176 12.74464 12.74105 12.81354 
Growth in sales (SGROW) 0.689931 26.95937 33.3998 -7.95377 
Debt to equity ratio (DEBT) 0.054131 0.012042 0.000108 0.04192 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
 
Company Name: ASSOCIATED BRITISH        
  2009 2010 2011 2012 
Return on Assets (ROA) 6.84 9.06 8.32 8.25 
Days Inventory Outstanding (DIO)  68 69 66 65 
Days Sales Outstanding (DSO)  45 39 38 37 
Days Payable Outstanding (DPO)  33.64419 36.52045 35.65352 33.52211 
Cash Conversion Cycle (CCC) 79.35581 71.47955 68.34648 68.47789 
Size (SIZE) 15.99582 16.02466 16.12328 16.12318 
Growth in sales (SGROW) 12.38616 9.854133 8.832497 10.72752 
Debt to equity ratio (DEBT) 0.091084 0.087176 0.089236 0.090936 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: AVANGARDCO INV          
  2009 2010 2011 2012 
Return on Assets (ROA) 28.24 25.8 19.85 18.42 
Days Inventory Outstanding 
(DIO)  120 170 204 175 
Days Sales Outstanding (DSO)  131 97 81 59 
Days Payable Outstanding 
(DPO)  72.64048 53.12981 20.41774 18.67279 
Cash Conversion Cycle (CCC) 178.3595 213.8702 264.5823 215.3272 
Size (SIZE) 15.73178 15.96702 16.16294 16.35758 
Growth in sales (SGROW) 58.89239 40.95518 24.22635 15.04523 
Debt to equity ratio (DEBT) 0.109124 0.213935 0.163732 0.12737 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
Company Name: CARR'S MILLING INDS        
  2009 2010 2011 2012 
Return on Assets (ROA) 9.75 10.18 30.48 10.28 
Days Inventory Outstanding 
(DIO)  33 31 28 26 
Days Sales Outstanding (DSO)  48 47 51 51 
Days Payable Outstanding 
(DPO)  32.21719 30.38107 29.21681 24.74134 
Cash Conversion Cycle (CCC) 48.78281 47.61893 49.78319 52.25866 
Size (SIZE) 11.66939 11.80433 11.96893 11.99687 
Growth in sales (SGROW) -5.98538 -1.44848 8.222859 8.234267 
Debt to equity ratio (DEBT) 0.165927 0.132495 0.014413 0.07133 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: CRANSWICK PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) 8 13.98 13.81 13.57 
Days Inventory Outstanding (DIO)  21 19 20 19 
Days Sales Outstanding (DSO)  42 36 37 35 
Days Payable Outstanding (DPO)  36.82341 30.48153 31.9325 31.07768 
Cash Conversion Cycle (CCC) 26.17659 24.51847 25.0675 22.92232 
Size (SIZE) 12.72669 12.80102 12.84184 12.89961 
Growth in sales (SGROW) 1.315928 22.01215 2.44537 8.218559 
Debt to equity ratio (DEBT) 0.108083 0.137528 0.130492 0.105711 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
 
Company Name: DAIRY CREST GROUP        
  2009 2010 2011 2012 
Return on Assets (ROA) 10.6 8.62 10.17 0.54 
Days Inventory Outstanding 
(DIO)  58 58 53 57 
Days Sales Outstanding (DSO)  34 29 31 30 
Days Payable Outstanding 
(DPO)  30.92482 32.58574 39.28913 45.56868 
Cash Conversion Cycle (CCC) 61.07518 54.41426 44.71087 41.43132 
Size (SIZE) 14.0939 13.95344 13.98314 13.93844 
Growth in sales (SGROW) 4.962732 -1.08643 -1.5463 1.720162 
Debt to equity ratio (DEBT) 0.418925 0.333566 0.258182 0.371153 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: DEVRO PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) 14.84 27.57 20.45 19.45 
Days Inventory Outstanding 
(DIO)  66 69 79 72 
Days Sales Outstanding (DSO)  49 46 53 52 
Days Payable Outstanding 
(DPO)  27.61066 28.23636 28.26743 27.21924 
Cash Conversion Cycle (CCC) 87.38934 86.76364 103.7326 96.78076 
Size (SIZE) 12.23273 12.33927 12.44994 12.51664 
Growth in sales (SGROW) 20.35768 7.547016 -3.93015 5.860629 
Debt to equity ratio (DEBT) 0.123601 0.066399 0.110107 0.10939 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
Company Name: FINSBURY FOOD GROUP       
  2009 2010 2011 2012 
Return on Assets (ROA) 3.09 7.82 9.62 9.29 
Days Inventory Outstanding 
(DIO)  14 14 14 14 
Days Sales Outstanding (DSO)  50 51 49 50 
Days Payable Outstanding (DPO)  51.19229 55.72027 56.32287 58.36821 
Cash Conversion Cycle (CCC) 12.80771 9.279731 6.677131 5.631792 
Size (SIZE) 11.67852 11.69085 11.75655 11.75367 
Growth in sales (SGROW) 5.88385 -5.92016 12.61569 9.381511 
Debt to equity ratio (DEBT) 0.226557 0.18794 0.165095 0.145096 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: HILTON FOOD GROUP          
  2009 2010 2011 2012 
Return on Assets (ROA) 28.35 28.55 26.55 24.35 
Days Inventory Outstanding 
(DIO)  9 9 9 9 
Days Sales Outstanding (DSO)  33 33 34 36 
Days Payable Outstanding 
(DPO)  41.74668 43.51198 45.32918 47.83631 
Cash Conversion Cycle (CCC) 0.253317 -1.51198 -2.32918 -2.83631 
Size (SIZE) 12.04486 12.16251 12.27807 12.30066 
Growth in sales (SGROW) 13.24118 4.615956 13.55229 5.0603 
Debt to equity ratio (DEBT) 0.213079 0.184667 0.165705 0.114905 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
Company Name: M.P. EVANS          
  2009 2010 2011 2012 
Return on Assets (ROA) 6.21 7.02 9.45 4.77 
Days Inventory Outstanding 
(DIO)  310 284 145 93 
Days Sales Outstanding (DSO)  95 91 77 42 
Days Payable Outstanding 
(DPO)  97.3927 92.6963 41.9376 43.11444 
Cash Conversion Cycle (CCC) 307.6073 282.3037 180.0624 91.88556 
Size (SIZE) 12.24779 12.42266 12.57357 12.55951 
Growth in sales (SGROW) 9.996956 51.01013 32.3095 44.73101 
Debt to equity ratio (DEBT) 0.005971 0 0.0698 0.067857 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: PREMIER FOODS PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) 4.65 -0.57 -14.2 6.12 
Days Inventory Outstanding 
(DIO)  48 41 38 40 
Days Sales Outstanding (DSO)  44 49 54 56 
Days Payable Outstanding (DPO)  86.17119 91.71101 102.1842 100.5054 
Cash Conversion Cycle (CCC) 5.828811 -1.71101 -10.1842 -4.50544 
Size (SIZE) 15.12374 15.06813 14.77524 14.65496 
Growth in sales (SGROW) 2.20464 -8.38031 -17.9861 -12.168 
Debt to equity ratio (DEBT) 0.333009 0.311987 0.355151 0.33437 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
 
 
Company Name: PRODUCE INVESTMENT       
  2009 2010 2011 2012 
Return on Assets (ROA) -2.02 16.53 8.09 15.92 
Days Inventory Outstanding 
(DIO)  27 31 27 35 
Days Sales Outstanding (DSO)  33 36 36 41 
Days Payable Outstanding 
(DPO)  50.51639 53.238 53.80664 68.63627 
Cash Conversion Cycle (CCC) 9.483608 13.762 9.193359 7.363729 
Size (SIZE) 11.08613 11.05263 11.16365 11.16605 
Growth in sales (SGROW) -1.28414 -12.1459 9.646553 -10.2311 
Debt to equity ratio (DEBT) 0.321499 0.215164 0.171427 0.139258 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: PURECIRCLE LIMITED        
  2009 2010 2011 2012 
Return on Assets (ROA) 11.41 3.57 -3.94 -6.43 
Days Inventory Outstanding 
(DIO)  231 493 736 849 
Days Sales Outstanding (DSO)  163 176 145 173 
Days Payable Outstanding 
(DPO)  23.1431 31.94259 28.27359 30.98785 
Cash Conversion Cycle (CCC) 370.8569 637.0574 852.7264 991.0121 
Size (SIZE) 13.30278 13.68984 13.58571 13.48736 
Growth in sales (SGROW) 65.32557 -2.75571 -20.0855 -14.5157 
Debt to equity ratio (DEBT) 0.234824 0.293132 0.338204 0.369931 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
Company Name: R.E.A. HOLDINGS PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) 11.95 12.27 12.99 5.77 
Days Inventory Outstanding 
(DIO)  159 110 119 149 
Days Sales Outstanding (DSO)  28 43 42 20 
Days Payable Outstanding (DPO)  70.44626 37.74806 32.91007 58.79746 
Cash Conversion Cycle (CCC) 116.5537 115.2519 128.0899 110.2025 
Size (SIZE) 12.33363 12.5427 12.69311 12.75481 
Growth in sales (SGROW) 16.84729 46.17742 24.15617 -18.6423 
Debt to equity ratio (DEBT) 0.260231 0.254386 0.216011 0.285623 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: SORBIC INTERNATL       
  2009 2010 2011 2012 
Return on Assets (ROA) 20.47 2.8 0.99 1.8 
Days Inventory Outstanding 
(DIO)  15 13 15 20 
Days Sales Outstanding (DSO)  69 133 187 195 
Days Payable Outstanding 
(DPO)  14.72434 7.631961 6.907973 6.561186 
Cash Conversion Cycle (CCC) 69.27566 138.368 195.092 208.4388 
Size (SIZE) 9.779341 10.16915 10.22016 10.2113 
Growth in sales (SGROW) 23.87445 -16.5663 22.28676 13.86213 
Debt to equity ratio (DEBT) 0 0.054014 0.08262 0 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
Company Name: TATE & LYLE PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) 4.26 2.89 9.4 16.15 
Days Inventory Outstanding 
(DIO)  87 77 94 74 
Days Sales Outstanding (DSO)  68 57 43 36 
Days Payable Outstanding 
(DPO)  43.84123 48.23041 59.74117 41.0748 
Cash Conversion Cycle (CCC) 111.1588 85.76959 77.25883 68.9252 
Size (SIZE) 15.19402 14.96132 14.90643 14.86947 
Growth in sales (SGROW) 3.767523 -1.32283 -22.4187 13.52941 
Debt to equity ratio (DEBT) 0.283951 0.355167 0.297279 0.280586 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: UKRPRODUCT GROUP        
  2009 2010 2011 2012 
Return on Assets (ROA) 8.2 7.65 2.57 5.15 
Days Inventory Outstanding 
(DIO)  31 32 37 29 
Days Sales Outstanding (DSO)  47 50 51 51 
Days Payable Outstanding (DPO)  12.70527 11.22969 13.93865 21.23142 
Cash Conversion Cycle (CCC) 65.29473 70.77031 74.06135 58.76858 
Size (SIZE) 9.809946 10.12391 10.34271 10.42317 
Growth in sales (SGROW) -17.4816 4.292631 12.22568 19.17505 
Debt to equity ratio (DEBT) 0.018941 0.02206 0.12388 0.145792 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
 
Company Name: UNILEVER PLC              
  2009 2010 2011 2012 
Return on Assets (ROA) 16.13 19.21 18.08 17.64 
Days Inventory Outstanding 
(DIO)  73 66 58 56 
Days Sales Outstanding (DSO)  33 29 30 30 
Days Payable Outstanding (DPO)  76.24795 83.40356 83.82067 86.33682 
Cash Conversion Cycle (CCC) 29.75205 11.59644 4.179332 -0.33682 
Size (SIZE) 17.29566 17.3729 17.49177 17.42286 
Growth in sales (SGROW) 10.69634 7.141072 6.574284 3.046772 
Debt to equity ratio (DEBT) 0.206376 0.174794 0.16446 0.164235 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Company Name: WALCOM GROUP LTD.         
  2009 2010 2011 2012 
Return on Assets (ROA) -24.23 -0.98 6.69 4.15 
Days Inventory Outstanding (DIO)  52 32 26 29 
Days Sales Outstanding (DSO)  93 79 72 67 
Days Payable Outstanding (DPO)  41.26884 44.46701 65.59068 71.57127 
Cash Conversion Cycle (CCC) 103.7312 66.53299 32.40932 24.42873 
Size (SIZE) 7.340187 7.546974 7.759187 7.800573 
Growth in sales (SGROW) 15.4185 30.82061 28.77462 8.297933 
Debt to equity ratio (DEBT) 0.033095 0.058047 0.06402 0.055283 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
 
Company Name: WYNNSTAY GROUP       
  2009 2010 2011 2012 
Return on Assets (ROA) 9.16 9.13 9.48 9.5 
Days Inventory Outstanding (DIO)  30 28 25 28 
Days Sales Outstanding (DSO)  54 51 47 48 
Days Payable Outstanding (DPO)  47.45671 46.78338 42.9723 43.15582 
Cash Conversion Cycle (CCC) 36.54329 32.21662 29.0277 32.84418 
Size (SIZE) 11.17607 11.41979 11.6119 11.66882 
Growth in sales (SGROW) -8.36729 13.39462 42.02442 8.550564 
Debt to equity ratio (DEBT) 0.043739 0.017309 0.028948 0.029939 
GDP rate (GDPGR) -4.00 1.8 1 0.3 
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Chemicals Industry:  Ratios calculated for each company  
 
Company Name: AZ ELECTRONIC          
  2009 2010 2011 2012 
Return on Assets (ROA) -37.26 -20.96 -6.58 8.61 
Days Inventory Outstanding 
(DIO)  139 90 74 73 
Days Sales Outstanding (DSO)  90 71 72 71 
Days Payable Outstanding (DPO)  89.29523 65.04113 56.10283 81.38666 
Cash Conversion Cycle (CCC) 139.7048 95.95887 89.89717 62.61334 
Size (SIZE) 13.80324 13.90118 13.90432 13.76731 
Growth in sales (SGROW) -6.13813 38.87257 11.29758 1.294505 
Debt to equity ratio (DEBT) 1.336007 0.31731 0.278845 0.253501 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: BIOME TECHN          
  2009 2010 2011 2012 
Return on Assets (ROA) -10.37 -9.15 -5.35 -44.79 
Days Inventory Outstanding 
(DIO)  65 55 41 124 
Days Sales Outstanding (DSO)  40 114 114 208 
Days Payable Outstanding (DPO)  24.55427 42.28184 52.6582 147.7551 
Cash Conversion Cycle (CCC) 80.44573 126.7182 102.3418 184.2449 
Size (SIZE) 10.27801 10.0051 9.985943 9.136371 
Growth in sales (SGROW) 20.99574 -24.9511 41.85389 -70.3587 
Debt to equity ratio (DEBT) 0.018187 0.004381 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: BYOTROL PLC              
  2009 2010 2011 2012 
Return on Assets (ROA) -103.28 -60.47 -93.23 -82.39 
Days Inventory Outstanding (DIO)  259 87 184 119 
Days Sales Outstanding (DSO)  375 138 307 309 
Days Payable Outstanding (DPO)  569.7964 104.7426 168.0533 94.34952 
Cash Conversion Cycle (CCC) 64.20362 120.2574 322.9467 333.6505 
Size (SIZE) 8.349721 8.177797 8.373554 8.347353 
Growth in sales (SGROW) -1.89873 238.172 -38.601 1.657172 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
 
Company Name: CARCLO PLC                   
  2009 2010 2011 2012 
Return on Assets (ROA) 5.45 5.69 8.31 6.6 
Days Inventory Outstanding (DIO)  60 66 62 62 
Days Sales Outstanding (DSO)  72 86 81 70 
Days Payable Outstanding (DPO)  51.74549 58.43866 52.6393 47.87865 
Cash Conversion Cycle (CCC) 80.25451 93.56134 90.3607 84.12135 
Size (SIZE) 11.49871 11.53969 11.6041 11.5816 
Growth in sales (SGROW) 7.58176 -7.18697 9.233291 5.214056 
Debt to equity ratio (DEBT) 0.246265 0.241878 0.275227 0.256384 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: CRODA INTERNATIONAL      
  2009 2010 2011 2012 
Return on Assets (ROA) 5.63 26.26 31.7 29.34 
Days Inventory Outstanding 
(DIO)  99 88 87 92 
Days Sales Outstanding (DSO)  65 53 49 53 
Days Payable Outstanding 
(DPO)  38.74554 33.90649 31.73683 30.77019 
Cash Conversion Cycle (CCC) 125.2545 107.0935 104.2632 114.2298 
Size (SIZE) 13.72032 13.7246 13.7269 13.7531 
Growth in sales (SGROW) -4.20326 9.353853 6.637389 -1.54437 
Debt to equity ratio (DEBT) 0.313462 0.308619 0.292723 0.272592 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
     Company Name: ELEMENTIS PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) -11.07 17.21 25.19 22.45 
Days Inventory Outstanding 
(DIO)  129 87 92 102 
Days Sales Outstanding (DSO)  68 52 49 49 
Days Payable Outstanding (DPO)  51.00064 36.25131 36.05096 37.01022 
Cash Conversion Cycle (CCC) 145.9994 102.7487 104.949 113.9898 
Size (SIZE) 13.04267 13.09239 13.10992 13.1678 
Growth in sales (SGROW) -9.18851 24.29145 4.552614 0.561541 
Debt to equity ratio (DEBT) 0.157678 0.149405 0.020605 0.015868 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: HALOSOURCE INC         
  2009 2010 2011 2012 
Return on Assets (ROA) -68.13 -40.57 -47.79 -39.91 
Days Inventory Outstanding 
(DIO)  122 111 173 184 
Days Sales Outstanding (DSO)  224 186 67 84 
Days Payable Outstanding (DPO)  98.9938 100.966 97.58163 89.40302 
Cash Conversion Cycle (CCC) 247.0062 196.034 142.4184 178.597 
Size (SIZE) 9.899178 10.63248 10.21457 10.65297 
Growth in sales (SGROW) 16.83825 19.80005 -14.9081 10.29754 
Debt to equity ratio (DEBT) 0.490208 0.000289 0.000769 0.001512 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: HARDIDE PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) -76.48 -24.56 -26.13 27.64 
Days Inventory Outstanding 
(DIO)  15 15 12 13 
Days Sales Outstanding (DSO)  85 59 70 60 
Days Payable Outstanding 
(DPO)  68.59778 67.20724 71.9543 75.00305 
Cash Conversion Cycle (CCC) 31.40222 6.792758 10.0457 -2.00305 
Size (SIZE) 7.665753 7.377134 7.223296 7.83716 
Growth in sales (SGROW) -43.0523 43.50703 12.21902 49.71751 
Debt to equity ratio (DEBT) 0.350515 0.500938 0.652808 0.265693 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: JOHNSON MATTHEY PLC        
  2009 2010 2011 2012 
Return on Assets (ROA) 10.89 9.83 9.99 15.8 
Days Inventory Outstanding (DIO)  19 19 19 19 
Days Sales Outstanding (DSO)  26 26 27 25 
Days Payable Outstanding (DPO)  11.06774 11.72746 11.16987 10.78201 
Cash Conversion Cycle (CCC) 33.93226 33.27254 34.83013 33.21799 
Size (SIZE) 14.79639 14.85678 14.9825 14.99084 
Growth in sales (SGROW) 4.624778 -0.06626 27.31492 20.41503 
Debt to equity ratio (DEBT) 0.235788 0.197084 0.179217 0.163744 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
Company Name: PLANT HEALTH CARE        
  2009 2010 2011 2012 
Return on Assets (ROA) -5.31 -26.91 -22.04 -38.05 
Days Inventory Outstanding (DIO)  75 210 191 204 
Days Sales Outstanding (DSO)  161 527 263 161 
Days Payable Outstanding (DPO)  57.49013 141.0967 93.8622 89.53728 
Cash Conversion Cycle (CCC) 178.5099 595.9033 360.1378 275.4627 
Size (SIZE) 10.03245 9.809561 9.612868 9.228279 
Growth in sales (SGROW) 37.06969 -68.9142 6.271777 -0.26639 
Debt to equity ratio (DEBT) 0.001626 0.00033 0 0.002947 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: PLANT IMPACT PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) -90.13 -49.35 -47.68 -62.75 
Days Inventory Outstanding (DIO)  45 95 48 30 
Days Sales Outstanding (DSO)  282 213 165 183 
Days Payable Outstanding (DPO)  429.0274 679.2422 360.1183 456.8438 
Cash Conversion Cycle (CCC) -102.027 -371.242 -147.118 -243.844 
Size (SIZE) 7.832808 8.469263 8.133881 8.282736 
Growth in sales (SGROW) 191.2281 70 26.43515 8.015695 
Debt to equity ratio (DEBT) 0.099524 0.16303 0 0.212895 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: PLASTICS CAPITAL PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) -10.89 9.99 12.51 6.92 
Days Inventory Outstanding (DIO)  74 65 55 60 
Days Sales Outstanding (DSO)  84 83 76 81 
Days Payable Outstanding (DPO)  67.53462 67.26062 66.41397 66.44183 
Cash Conversion Cycle (CCC) 90.46538 80.73938 64.58603 74.55817 
Size (SIZE) 10.55891 10.55727 10.57203 10.54813 
Growth in sales (SGROW) 37.81048 -5.31134 25.5583 -4.21678 
Debt to equity ratio (DEBT) 0.426906 0.375572 0.284104 0.19842 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: SCAPA GROUP PLC        
  2009 2010 2011 2012 
Return on Assets (ROA) 20.97 -3.76 5.22 9.11 
Days Inventory Outstanding (DIO)  53 53 44 43 
Days Sales Outstanding (DSO)  82 76 67 65 
Days Payable Outstanding (DPO)  50.84345 54.9567 46.86369 46.52162 
Cash Conversion Cycle (CCC) 84.15655 74.0433 64.13631 61.47838 
Size (SIZE) 11.80858 11.90699 11.89955 12.02575 
Growth in sales (SGROW) 2.292769 1.551724 8.828523 1.716069 
Debt to equity ratio (DEBT) 0.002232 0.00472 0.003397 0.056886 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: TREATT PLC            
  2009 2010 2011 2012 
Return on Assets (ROA) 7.9 2.19 12.91 9.03 
Days Inventory Outstanding (DIO)  159 141 133 140 
Days Sales Outstanding (DSO)  67 61 57 61 
Days Payable Outstanding (DPO)  33.79874 33.2912 32.91801 33.44183 
Cash Conversion Cycle (CCC) 192.2013 168.7088 157.082 167.5582 
Size (SIZE) 10.68469 10.74609 10.78905 10.85861 
Growth in sales (SGROW) 13.4405 12.40389 17.72568 -0.68306 
Debt to equity ratio (DEBT) 0.056041 0.172731 0.170788 0.118199 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: VICTREX PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) 10.67 28.47 32.93 29.22 
Days Inventory Outstanding 
(DIO)  414 217 239 265 
Days Sales Outstanding (DSO)  59 33 36 41 
Days Payable Outstanding (DPO)  56.14551 25.39433 28.32966 31.97287 
Cash Conversion Cycle (CCC) 416.8545 224.6057 246.6703 274.0271 
Size (SIZE) 12.27307 12.5037 12.53825 12.67169 
Growth in sales (SGROW) -26.4284 82.49793 13.89486 1.853568 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: SYNTHOMER PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) 8.9 27.49 1.02 13.34 
Days Inventory Outstanding 
(DIO)  56 47 30 31 
Days Sales Outstanding (DSO)  74 59 44 49 
Days Payable Outstanding (DPO)  84.48664 65.20665 42.09302 46.47223 
Cash Conversion Cycle (CCC) 45.51336 40.79335 31.90698 33.52777 
Size (SIZE) 12.99803 13.05261 13.75176 13.68278 
Growth in sales (SGROW) -9.65565 19.79475 67.51226 -0.60768 
Debt to equity ratio (DEBT) 0.228984 0.219549 0.230113 0.228845 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: ZOTEFOAMS PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) 7.25 13.88 12.17 12.39 
Days Inventory Outstanding (DIO)  85 62 65 76 
Days Sales Outstanding (DSO)  90 76 80 81 
Days Payable Outstanding (DPO)  26.84227 19.99742 20.35629 18.82452 
Cash Conversion Cycle (CCC) 148.1577 118.0026 124.6437 138.1755 
Size (SIZE) 10.66142 10.84111 10.84007 10.87931 
Growth in sales (SGROW) -8.52477 25.34259 10.85534 6.740861 
Debt to equity ratio (DEBT) 0.050004 0.029132 0.016071 0.055816 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Electronic and Electrical Equipment Industry:  Ratios calculated for each company  
 
Company Name: ACTA SPA            
  2009 2010 2011 2012 
Return on Assets (ROA) -63.65 -69.27 -48.82 -107.84 
Days Inventory Outstanding 
(DIO)  13 117 346 516 
Days Sales Outstanding (DSO)  852 57 145 1959 
Days Payable Outstanding 
(DPO)  44.63982 42.75759 172.5218 2415.388 
Cash Conversion Cycle (CCC) 820.3602 131.2424 318.4782 59.6125 
Size (SIZE) 8.846641 9.459541 8.98557 8.947416 
Growth in sales (SGROW) -40.64 2030.997 -50.5312 -88.852 
Debt to equity ratio (DEBT) 0.184722 0.093219 0.151121 0.15999 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: ACTIVE ENERGY          
  2009 2010 2011 2012 
Return on Assets (ROA) -76.12 -93.44 -117.9 -63.98 
Days Inventory Outstanding 
(DIO)  72 39 32 50 
Days Sales Outstanding (DSO)  130 140 176 362 
Days Payable Outstanding 
(DPO)  75.20318 58.32111 90.38095 172.8311 
Cash Conversion Cycle (CCC) 126.7968 120.6789 117.619 239.1689 
Size (SIZE) 8.152486 7.643962 8.114624 7.642044 
Growth in sales (SGROW) 41.94184 3.229167 -71.1739 -73.0455 
Debt to equity ratio (DEBT) 0.000288 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: ADVANCED POWER       
  2009 2010 2011 2012 
Return on Assets (ROA) -8.28 6.91 8.07 1.83 
Days Inventory Outstanding 
(DIO)  54 45 33 26 
Days Sales Outstanding (DSO)  60 63 58 62 
Days Payable Outstanding 
(DPO)  63.3892 54.38092 51.30193 45.91147 
Cash Conversion Cycle (CCC) 50.6108 53.61908 39.69807 42.08853 
Size (SIZE) 8.872487 8.758098 8.793309 8.743372 
Growth in sales (SGROW) 15.84183 -4.83287 7.524236 -5.37485 
Debt to equity ratio (DEBT) 0.053974 0.091323 0.059332 0.038124 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: ANDOR TECHNOLOGY PLC     
  2009 2010 2011 2012 
Return on Assets (ROA) 16.27 18.21 17.74 16.61 
Days Inventory Outstanding 
(DIO)  135 90 116 127 
Days Sales Outstanding (DSO)  54 44 46 59 
Days Payable Outstanding 
(DPO)  39.90542 27.20333 47.20671 59.03451 
Cash Conversion Cycle (CCC) 149.0946 106.7967 114.7933 126.9655 
Size (SIZE) 9.654706 10.25171 10.04906 9.988701 
Growth in sales (SGROW) 33.96852 29.00975 34.25174 1.691339 
Debt to equity ratio (DEBT) 0.069634 0.036386 0.025098 0.016903 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: BLUESTAR SECUTECH       
  2009 2010 2011 2012 
Return on Assets (ROA) 8.59 12.23 11.82 0.9 
Days Inventory Outstanding 
(DIO)  103 98 104 144 
Days Sales Outstanding (DSO)  143 85 94 135 
Days Payable Outstanding 
(DPO)  46.39158 53.656 57.78593 71.56837 
Cash Conversion Cycle (CCC) 199.6084 129.344 140.2141 207.4316 
Size (SIZE) 12.49907 12.65536 12.76958 12.84159 
Growth in sales (SGROW) 12.34638 21.96768 10.89842 -17.0437 
Debt to equity ratio (DEBT) 0 0 0.008538 0.079449 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: DENSITRON TECH PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) 1.93 -6.23 10.71 4.43 
Days Inventory Outstanding 
(DIO)  38 25 30 30 
Days Sales Outstanding (DSO)  105 71 71 76 
Days Payable Outstanding 
(DPO)  71.61028 43.11362 42.70414 44.54913 
Cash Conversion Cycle (CCC) 71.38972 52.88638 58.29586 61.45087 
Size (SIZE) 9.390409 9.513477 9.118225 9.156623 
Growth in sales (SGROW) -17.3019 37.34047 11.36254 -2.23952 
Debt to equity ratio (DEBT) 0 0.001772 0.002741 0.014139 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
Company Name: DEWHURST PLC               
  2009 2010 2011 2012 
Return on Assets (ROA) 17.51 17.2 13.69 17.48 
Days Inventory Outstanding 
(DIO)  54 52 47 42 
Days Sales Outstanding (DSO)  72 68 67 60 
Days Payable Outstanding 
(DPO)  26.31928 26.70525 27.92991 23.6177 
Cash Conversion Cycle (CCC) 99.68072 93.29475 86.07009 78.3823 
Size (SIZE) 10.28302 10.37895 10.46227 10.53803 
Growth in sales (SGROW) -1.35165 3.181247 12.20284 24.26784 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: DIALIGHT PLC        
  2009 2010 2011 2012 
Return on Assets (ROA) 14 17.28 19.16 23.09 
Days Inventory Outstanding 
(DIO)  72 49 59 91 
Days Sales Outstanding (DSO)  87 66 64 75 
Days Payable Outstanding 
(DPO)  46.42256 36.85921 42.48463 72.79147 
Cash Conversion Cycle (CCC) 112.5774 78.14079 80.51537 93.20853 
Size (SIZE) 10.86492 10.9527 11.21557 11.4147 
Growth in sales (SGROW) -0.70773 28.30255 14.45913 1.414679 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: DOMINO PRINTING          
  2009 2010 2011 2012 
Return on Assets (ROA) 13.15 22.31 20.97 18.01 
Days Inventory Outstanding 
(DIO)  74 71 81 90 
Days Sales Outstanding (DSO)  67 58 60 66 
Days Payable Outstanding 
(DPO)  36.34422 39.29499 41.37903 41.64017 
Cash Conversion Cycle (CCC) 104.6558 89.70501 99.62097 114.3598 
Size (SIZE) 12.33173 12.44234 12.52228 12.66325 
Growth in sales (SGROW) 1.102007 17.12213 4.69124 -0.64251 
Debt to equity ratio (DEBT) 0.004229 0.00062 0.028741 0.017754 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: E2V TECHNOLOGIES       
  2009 2010 2011 2012 
Return on Assets (ROA) -7.33 1.82 13.72 15.28 
Days Inventory Outstanding 
(DIO)  109 109 113 123 
Days Sales Outstanding (DSO)  90 102 79 72 
Days Payable Outstanding 
(DPO)  62.78049 68.35035 69.05564 65.34339 
Cash Conversion Cycle (CCC) 136.2195 142.6496 122.9444 129.6566 
Size (SIZE) 12.51305 12.44929 12.37578 12.35313 
Growth in sales (SGROW) 13.97117 -13.6994 13.58132 2.640663 
Debt to equity ratio (DEBT) 0.488562 0.272363 0.167019 0.165325 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: ELEKTRON TECH            
  2009 2010 2011 2012 
Return on Assets (ROA) -13.88 3.55 19.23 10.37 
Days Inventory Outstanding 
(DIO)  97 113 93 92 
Days Sales Outstanding (DSO)  63 71 62 60 
Days Payable Outstanding 
(DPO)  42.58781 57.8478 59.50886 58.76894 
Cash Conversion Cycle (CCC) 117.4122 126.1522 95.49114 93.23106 
Size (SIZE) 9.725138 9.793059 10.34702 10.37036 
Growth in sales (SGROW) 2.108399 -16.1654 67.45867 28.4972 
Debt to equity ratio (DEBT) 0.101655 0.066894 0.06331 0.040752 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: FLOWGROUP PLC              
  2009 2010 2011 2012 
Return on Assets (ROA) -18.77 13.82 -42.46 -25.19 
Days Inventory Outstanding 
(DIO)  308 1228 36 388 
Days Sales Outstanding (DSO)  301 3039 524 6885 
Days Payable Outstanding 
(DPO)  537.6351 2202.373 936.0038 15261.56 
Cash Conversion Cycle (CCC) 71.36486 2064.627 -376.004 -7988.56 
Size (SIZE) 9.726989 9.820106 9.547527 10.21229 
Growth in sales (SGROW) 696.875 -89.8039 492.3077 -92.8571 
Debt to equity ratio (DEBT) 0.095443 0.098967 0.136474 0.072881 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: FEEDBACK PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) 17.38 -11.72 -27.53 -92.17 
Days Inventory Outstanding 
(DIO)  117 122 125 314 
Days Sales Outstanding (DSO)  77 84 76 119 
Days Payable Outstanding (DPO)  60.71341 78.66937 100.1498 265.3485 
Cash Conversion Cycle (CCC) 133.2866 127.3306 100.8502 167.6515 
Size (SIZE) 8.646817 8.596928 8.398184 7.728416 
Growth in sales (SGROW) -15.0307 -8.82029 -15.2492 -66.5346 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: GOOCH & HOUSEGO       
  2009 2010 2011 2012 
Return on Assets (ROA) 3.9 10.86 9.06 8.41 
Days Inventory Outstanding 
(DIO)  115 111 105 129 
Days Sales Outstanding (DSO)  71 56 95 60 
Days Payable Outstanding 
(DPO)  31.03139 33.26366 33.00682 35.6061 
Cash Conversion Cycle (CCC) 154.9686 133.7363 166.9932 153.3939 
Size (SIZE) 10.88815 10.90362 11.29259 11.26062 
Growth in sales (SGROW) 9.125236 22.7083 36.53739 -0.25898 
Debt to equity ratio (DEBT) 0.200811 0.157155 0.12086 0.080578 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: SECURITY RESEARCH       
  2009 2010 2011 2012 
Return on Assets (ROA) 4.84 -19.49 6.18 28.7 
Days Inventory Outstanding 
(DIO)  56 62 83 24 
Days Sales Outstanding (DSO)  95 61 95 53 
Days Payable Outstanding 
(DPO)  51.67921 42.4268 63.54757 53.16151 
Cash Conversion Cycle (CCC) 107.6792 104.4268 146.5476 77.16151 
Size (SIZE) 9.991132 9.767553 9.848715 10.40578 
Growth in sales (SGROW) -30.1237 9.090909 -3.16467 249.0308 
Debt to equity ratio (DEBT) 0.026246 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
97 
 
Company Name: HALMA PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) 15.77 16.76 18.73 19.64 
Days Inventory Outstanding 
(DIO)  59 61 56 56 
Days Sales Outstanding (DSO)  77 76 68 65 
Days Payable Outstanding 
(DPO)  47.98691 47.96319 47.35097 44.72761 
Cash Conversion Cycle (CCC) 88.01309 89.03681 76.64903 76.27239 
Size (SIZE) 13.12948 13.06799 13.32693 13.36003 
Growth in sales (SGROW) 15.40699 0.699672 12.91825 11.85411 
Debt to equity ratio (DEBT) 0.158098 0.046298 0.129892 0.100946 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: HOLDERS TECHNOLOGY       
  2009 2010 2011 2012 
Return on Assets (ROA) -5.89 8.55 4.52 -6.39 
Days Inventory Outstanding 
(DIO)  89 87 93 110 
Days Sales Outstanding (DSO)  68 54 51 60 
Days Payable Outstanding 
(DPO)  30.39129 34.44375 30.439 31.87306 
Cash Conversion Cycle (CCC) 126.6087 106.5563 113.561 138.1269 
Size (SIZE) 8.880864 9.034915 8.964568 8.855093 
Growth in sales (SGROW) -25.828 25.82138 20.36288 -20.5286 
Debt to equity ratio (DEBT) 0 0.000477 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: IMAGE SCAN          
  2009 2010 2011 2012 
Return on Assets (ROA) -39.9 -40.31 -28.14 11.69 
Days Inventory Outstanding 
(DIO)  104 155 87 51 
Days Sales Outstanding (DSO)  56 74 77 72 
Days Payable Outstanding 
(DPO)  99.07914 90.17647 41.73966 46.14862 
Cash Conversion Cycle (CCC) 60.92086 138.8235 122.2603 76.85138 
Size (SIZE) 7.245655 6.925595 7.549609 7.451822 
Growth in sales (SGROW) -27.98 1.939058 47.69022 97.88408 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
Company Name: JUDGES SCIE           
  2009 2010 2011 2012 
Return on Assets (ROA) 11.49 4.96 18.85 0.72 
Days Inventory Outstanding 
(DIO)  37 45 44 55 
Days Sales Outstanding (DSO)  47 46 51 46 
Days Payable Outstanding 
(DPO)  20.37593 28.76688 31.33247 47.03547 
Cash Conversion Cycle (CCC) 63.62407 62.23312 63.66753 53.96453 
Size (SIZE) 9.358415 9.521128 9.855819 10.2591 
Growth in sales (SGROW) 58.99493 41.69987 30.02187 34.74772 
Debt to equity ratio (DEBT) 0.223353 0.185416 0.179296 0.188851 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: LPA GROUP PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) 3.27 -4.93 7.06 11.63 
Days Inventory Outstanding 
(DIO)  87 83 65 65 
Days Sales Outstanding (DSO)  75 73 64 64 
Days Payable Outstanding 
(DPO)  55.84414 73.2535 71.12859 66.9906 
Cash Conversion Cycle (CCC) 106.1559 82.7465 57.87141 62.0094 
Size (SIZE) 9.064505 9.107421 9.011035 9.357207 
Growth in sales (SGROW) -9.06378 7.298578 17.70862 5.946196 
Debt to equity ratio (DEBT) 0.104825 0.055531 0.013182 0.120877 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: MECHAN CONTROLS       
  2009 2010 2011 2012 
Return on Assets (ROA) 17.5 18.57 10.92 12.35 
Days Inventory Outstanding 
(DIO)  34 13 10 52 
Days Sales Outstanding (DSO)  95 76 98 85 
Days Payable Outstanding 
(DPO)  35.42052 33.22037 54.2668 44.10069 
Cash Conversion Cycle (CCC) 93.57948 55.77963 53.7332 92.89931 
Size (SIZE) 7.731492 7.838738 8.223091 8.126223 
Growth in sales (SGROW) 12.78195 10.78431 3.823009 39.07262 
Debt to equity ratio (DEBT) 0.133831 0.053212 0.202093 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
100 
 
Company Name: MORGAN ADVANCED          
  2009 2010 2011 2012 
Return on Assets (ROA) 6.05 10.57 15.47 19.77 
Days Inventory Outstanding 
(DIO)  73 72 73 76 
Days Sales Outstanding (DSO)  70 63 63 69 
Days Payable Outstanding 
(DPO)  47.61848 51.18159 51.47892 50.83946 
Cash Conversion Cycle (CCC) 95.38152 83.81841 84.52108 94.16054 
Size (SIZE) 13.8195 13.8102 13.81581 13.74046 
Growth in sales (SGROW) 12.88623 7.903671 8.248943 -8.49228 
Debt to equity ratio (DEBT) 0.345219 0.312054 0.287214 0.285653 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: OXFORD INSTRUMENTS       
  2009 2010 2011 2012 
Return on Assets (ROA) 15.56 16.08 37.38 21.97 
Days Inventory Outstanding 
(DIO)  132 128 109 108 
Days Sales Outstanding (DSO)  90 99 76 58 
Days Payable Outstanding 
(DPO)  80.99908 116.9872 93.41353 62.23219 
Cash Conversion Cycle (CCC) 141.0009 110.0128 91.58647 103.7678 
Size (SIZE) 12.15478 12.1254 12.16055 12.48899 
Growth in sales (SGROW) 16.99717 2.421308 24.01891 28.59321 
Debt to equity ratio (DEBT) 0.167368 0.106233 0.054945 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: RENISHAW PLC           
  2009 2010 2011 2012 
Return on Assets (ROA) 2.62 14.52 36.79 31.43 
Days Inventory Outstanding 
(DIO)  184 194 183 187 
Days Sales Outstanding (DSO)  83 83 79 93 
Days Payable Outstanding 
(DPO)  55.83903 54.92903 55.05568 65.99163 
Cash Conversion Cycle (CCC) 211.161 222.071 206.9443 214.0084 
Size (SIZE) 12.16542 12.31909 12.59449 12.77218 
Growth in sales (SGROW) -54.2718 22.08155 215.3397 54.53448 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: SABIEN TECHNOLOGY     
  2009 2010 2011 2012 
Return on Assets (ROA) -49.59 -20.05 11.36 21.11 
Days Inventory Outstanding 
(DIO)  759 504 103 116 
Days Sales Outstanding (DSO)  77 79 63 49 
Days Payable Outstanding 
(DPO)  35.32258 43.72396 25.8043 20.04335 
Cash Conversion Cycle (CCC) 800.6774 539.276 140.1957 144.9566 
Size (SIZE) 7.451242 7.672292 7.774856 7.972121 
Growth in sales (SGROW) -0.88106 44.14815 114.4913 18.3517 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company name: SOLID STATE PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) 11.84 9.15 19.19 20.27 
Days Inventory Outstanding 
(DIO)  64 62 55 58 
Days Sales Outstanding (DSO)  60 62 55 73 
Days Payable Outstanding 
(DPO)  58.83992 55.72704 50.67637 57.77946 
Cash Conversion Cycle (CCC) 65.16008 68.27296 59.32363 73.22054 
Size (SIZE) 8.750366 8.856946 9.214532 9.491979 
Growth in sales (SGROW) 16.76613 7.882127 56.70294 22.2259 
Debt to equity ratio (DEBT) 0 0 0 0.019916 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: SPECTRIS PLC        
  2009 2010 2011 2012 
Return on Assets (ROA) 8.38 17.02 16.36 15.35 
Days Inventory Outstanding 
(DIO)  144 116 121 130 
Days Sales Outstanding (DSO)  85 73 67 61 
Days Payable Outstanding 
(DPO)  77.38557 78.48776 102.446 99.89352 
Cash Conversion Cycle (CCC) 151.6144 110.5122 85.55404 91.10648 
Size (SIZE) 13.61303 13.76926 14.1099 14.0892 
Growth in sales (SGROW) 0.02541 14.55608 22.65218 11.26379 
Debt to equity ratio (DEBT) 0.113138 0.141915 0.286002 0.152343 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: SPRUE AEGIS PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) 34.04 33.88 31.65 32.14 
Days Inventory Outstanding 
(DIO)  50 59 81 73 
Days Sales Outstanding (DSO)  79 68 78 74 
Days Payable Outstanding 
(DPO)  48.25368 87.32571 122.0589 102.5534 
Cash Conversion Cycle (CCC) 80.74632 39.67429 36.94105 44.44662 
Size (SIZE) 9.062884 9.842835 9.910066 10.07836 
Growth in sales (SGROW) 53.24509 108.0872 11.38821 11.83772 
Debt to equity ratio (DEBT) 0.056553 0.026138 0.024538 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: STADIUM GROUP PLC     
  2009 2010 2011 2012 
Return on Assets (ROA) 14.41 16.67 22.02 10.2 
Days Inventory Outstanding 
(DIO)  58 62 60 60 
Days Sales Outstanding (DSO)  70 70 73 84 
Days Payable Outstanding 
(DPO)  67.04345 72.80123 64.29134 62.29797 
Cash Conversion Cycle (CCC) 60.95655 59.19877 68.70866 81.70203 
Size (SIZE) 10.25284 10.23214 10.21581 10.2381 
Growth in sales (SGROW) -2.17177 -3.79157 0.283413 -8.78766 
Debt to equity ratio (DEBT) 0.082326 0.058995 0.032599 0.102762 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: SURETRACK MONITORING     
  2009 2010 2011 2012 
Return on Assets (ROA) -6.75 -224.09 -44 -36.1 
Days Inventory Outstanding 
(DIO)  77 109 110 105 
Days Sales Outstanding (DSO)  135 66 76 78 
Days Payable Outstanding 
(DPO)  117.9231 73.67593 90.95082 133.2412 
Cash Conversion Cycle (CCC) 94.07692 101.3241 95.04918 49.75885 
Size (SIZE) 8.47658 7.107425 7.531016 7.244228 
Growth in sales (SGROW) 20.40134 86.38889 -6.85544 -36 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: THORPE (F.W.) PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) 19.37 17.05 17.25 18.06 
Days Inventory Outstanding 
(DIO)  121 133 144 138 
Days Sales Outstanding (DSO)  64 63 73 69 
Days Payable Outstanding 
(DPO)  49.50331 53.42918 63.19923 51.81886 
Cash Conversion Cycle (CCC) 135.4967 142.5708 153.8008 155.1811 
Size (SIZE) 10.92985 11.03743 11.16558 11.24831 
Growth in sales (SGROW) 3.043646 4.284429 -5.04834 5.159654 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
105 
 
Company Name: TT ELECTRONICS PLC       
  2009 2010 2011 2012 
Return on Assets (ROA) -5.58 12.18 11.33 10.99 
Days Inventory Outstanding 
(DIO)  97 68 67 76 
Days Sales Outstanding (DSO)  66 52 50 51 
Days Payable Outstanding 
(DPO)  51.83095 46.41092 48.51214 54.08891 
Cash Conversion Cycle (CCC) 111.1691 73.58908 68.48786 72.91109 
Size (SIZE) 12.87082 12.88512 12.92147 12.79219 
Growth in sales (SGROW) -14.496 14.35148 3.500788 -19.3472 
Debt to equity ratio (DEBT) 0.18107 0.125 0.098044 0.023929 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
Company Name: UNIVISION ENGG         
  2009 2010 2011 2012 
Return on Assets (ROA) 1.42 -119.41 120.67 15.91 
Days Inventory Outstanding 
(DIO)  62 79 66 67 
Days Sales Outstanding (DSO)  585 592 409 678 
Days Payable Outstanding 
(DPO)  88.92385 116.0895 120.7359 159.8804 
Cash Conversion Cycle (CCC) 558.0762 554.9105 354.2641 585.1196 
Size (SIZE) 12.35614 11.24287 12.31859 12.30349 
Growth in sales (SGROW) -46.3479 -34.3366 29.43777 -6.65781 
Debt to equity ratio (DEBT) 0.000456 0.000786 5.36E-05 0.001238 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
 
 
106 
 
Company Name: VOLEX PLC         
  2009 2010 2011 2012 
Return on Assets (ROA) -42.21 19.33 31 29 
Days Inventory Outstanding 
(DIO)  43 52 43 39 
Days Sales Outstanding (DSO)  85 94 76 85 
Days Payable Outstanding (DPO)  61.2798 87.40683 73.07275 79.25521 
Cash Conversion Cycle (CCC) 66.7202 58.59317 45.92725 44.74479 
Size (SIZE) 11.62048 11.66612 11.7739 11.86717 
Growth in sales (SGROW) 2.059939 -13.6246 37.98511 2.5546 
Debt to equity ratio (DEBT) 0.284334 0.218309 0.001502 0.164283 
GDP rate (GDPGR) -4 1.8 1 0.3 
 
Company Name: WHEELSURE HOLDINGS       
  2009 2010 2011 2012 
Return on Assets (ROA) -48.17 -275.16 -236.42 -203.42 
Days Inventory Outstanding 
(DIO)  73 165 379 1497 
Days Sales Outstanding (DSO)  59 72 213 446 
Days Payable Outstanding 
(DPO)  342.6531 529.8387 744.0385 1445.962 
Cash Conversion Cycle (CCC) -210.653 -292.839 -152.038 497.0385 
Size (SIZE) 6.361302 5.484797 5.777652 5.697093 
Growth in sales (SGROW) 384.6154 -26.9841 -8.69565 -53.5714 
Debt to equity ratio (DEBT) 0 0 0 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Company Name: XAAR PLC             
  2009 2010 2011 2012 
Return on Assets (ROA) 1.12 8.73 13.03 18.51 
Days Inventory Outstanding 
(DIO)  109 117 122 120 
Days Sales Outstanding (DSO)  52 40 45 42 
Days Payable Outstanding 
(DPO)  95.76077 109.7408 113.3693 97.78193 
Cash Conversion Cycle (CCC) 65.23923 47.25916 53.63068 64.21807 
Size (SIZE) 10.74699 11.11923 11.20934 11.37629 
Growth in sales (SGROW) 0.133279 29.95983 25.65566 25.61348 
Debt to equity ratio (DEBT) 0.004668 0.018264 0.011962 0 
GDP rate (GDPGR) -4 1.8 1 0.3 
  
 
Company Name: ZYTRONIC PLC          
  2009 2010 2011 2012 
Return on Assets (ROA) 14.17 16.09 17.55 19.41 
Days Inventory Outstanding (DIO)  95 80 79 94 
Days Sales Outstanding (DSO)  66 61 64 61 
Days Payable Outstanding (DPO)  48.73515 41.52732 45.50374 43.13581 
Cash Conversion Cycle (CCC) 112.2649 99.47268 97.49626 111.8642 
Size (SIZE) 9.675394 9.824607 9.927595 9.924466 
Growth in sales (SGROW) 8.181015 16.09195 10.84781 -0.31238 
Debt to equity ratio (DEBT) 0.143575 0.113529 0.080063 0.082599 
GDP rate (GDPGR) -4 1.8 1 0.3 
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Correlation matrix between the CCC and the ROA for each industry- Calculated 
done in Microsoft Excel 
 
 Pharmaceutical Industry                                                   
             
 
 Food Industry 
                   
                Chemical Industry 
                  
               Electronic Industry 
                 
          
 
 
 
ROA CCC
ROA 1 0.39735
CCC 0.39735 1
ROA CCC
ROA 1 -0.3983
CCC -0.3983 1
ROA CCC
ROA 1 0.046259
CCC 0.046259 1
ROA CCC
ROA 1 0.0397
CCC 0.039701 1
109 
 
Random effects model test on STATA: Days inventory Outstanding (DIO) effect on 
Return on Assets (ROA). 
 
Pharmaceutical Industry 
 
                 Food Industry 
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Chemicals Industry 
 
 
 
               Electronic Industry  
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Random effects model test on STATA: Days Sales Outstanding (DSO) effect on 
Return on Assets (ROA). 
Pharmaceutical Industry 
 
 
               Food Industry 
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             Chemical Industry 
 
              Electronic Industry 
 
. 
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Random effects model test on STATA: Days Payable Outstanding (DPO) effect on 
Return on Assets (ROA). 
Pharmaceutical Industry 
 
Food Industry 
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Chemical Industry 
 
Electronic Industry 
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Random effects model test on STATA: Cash Conversion Cycle (CCC) effect on Return 
on Assets (ROA). 
             Pharmaceutical Industry 
 
 
Food Industry 
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 Chemical Industry 
 
Electronic Industry 
 
